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The Advance in Discount Rates—Business Volume 


Continues High—The 


Railroad Situation—What 


France Has Accomplished—The Market Prospect 


N advancing its discount rate to 414%, the 
Federal Reserve Bank of New York and 
its companion institution in Boston, have 
taken a step which has for some time past 
been predicted in these columns. Such ac- 
tion is little more than the dictate of neces- 
sity. It would be a hazardous position for 
reserve banks to remain stationary while 
market rates for money were steadily in- 
creasing. To pursue such a policy would be 
to invite disaster through the transfer of de- 
mands from commercial banks, where they 
would naturally center, to the reserve insti- 
tutions which should habitually be used only 
as a means of carrying the “peak” require- 
ments of the member institutions. 

But the question may very well be asked 
why the reserve institutions thus only fol- 
low the money market, “marking up” their 
rates as the supply and demand equation 
raises them in the open trading. Is the re- 
serve system a follower or a leader in finan- 
cial conditions? Does it know more of the 
present position and future prospect of the 
market than do its members, or does it know 
less? If the latter, it is easy to see why it 
should sit silent merely awaiting the sug- 
gestion or direction of events and circum- 
stances. But this is not the purpose for 
which such an institution exists, nor is it 
the réle accepted by central banks in foreign 
countries. The latter, to be sure, have a dif- 
ferent structure of their own, since they can 
and do employ two levels of rates, the one 
ahead of, the other (as a rule) below, the 
level of the market. Our own system re- 
quires some special adaptations designed to 
apply the teachings of foreign central bank- 
ing to this country. Yet the experience of 


the foreign banks is essentially the experi- 
ence upon which we must draw in developing 
our own financial policy. 


The Federal Reserve System has never 
yet worked out its own theory of discount 
rates. Officers of the Federal Reserve Board 
and officers of the several reserve banks haye 
been at loggerheads in this matter, advocat- 
ing conflicting theories from time to time in 
their writings and public addresses. The 
Federal Reserve Bulletin and the monthly 
reports of the several reserve banks have 
been steadily in conflict with one another on 
this question, and it apparently has never 
been practical to obtain any uniform con- 
sensus of opinion regarding the subject. At 
times, the public has been informed that the 
practice of the Bank of England was the 
method to be pursued in the United States, 
while at other times it has been advised that 
English practices were not adaptable to this 
country but must be regarded as local or 
peculiar, hence not suitable for application in 
the reserve banking system. 


The trouble which has always been ex- 
perienced in accepting the latter point of 
view has been that its proponents have never 
been willing to put forward any theory of 
discount rates to take the place of the Eng- 
lish theory. WhiléSzejecting the latter in 
name, they have never been ready to indi- 
cate. what they thought should be done in 
fact. Some of them have been inclined to 
complain of the stock market type of bank 
loans, or of the fact that bank borrowers 
used the proceeds of their discounts in finan- 
cing speculative transactions. Yet they have 
never had the courage of their convictions 
sufficiently to use their full rate power to 
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cut off the latter, nor have they supplied the 
basis for a constructive theory of discount 
rates which might be definitely used as a 
basis of experimentation. Apparently they 
have been content to “trail along” after the 
market, in a game of “follow my leader” 
which from time to time has led them into a 
financial morass. 

Something better than this may properly 
be called for from the Federal Reserve Sys- 
tem. Either it is true that Central Bank 
credit has an important effect upon com- 
modity and security prices or it is not. 
Officers of the system have lately affirmed 
the latter view although the country, and 
indeed the world at large, still holds to the 
former. If the reserve system is in fact of 
no effect upon either commodity or security 
prices, and is only a piece of emergency ma- 
chinery to be employed sporadically when 
fancy dictates, the situation is quite different 
from any that has ordinarily been supposed 
to exist by central bankers. If it is true that 
a genuine influence is exerted by discount 
rates upon prices, quotations, and values, 
that should be admitted, and the operations 
of the system should be so directed as to 
stabilize and properly apply the influence of 
the system along the lines referred to. At 
present neither course of action is being 
followed, but the policy is evidently that of 
drifting with the financial current. 


+ oa ok , 


LTHOUGH it had 

been expected for 
some time past that the 
British debt settlement 
would be completed along the lines which 
had been worked out by Secretary Mellon 
and the Debt Funding Commission in con- 
sultation with the British delegates, the fact 
that Congress has finally reconciled itself to 
the proposal and has enacted it into law, is 
a matter of sincere congratulation. As a re- 
sult, sterling exchange has been stronger, 
and the prospect of better and more stable 
trade relations between the United States 
and Great Britain has been fundamentally 
improved. 

All this says nothing of the fact that we 
now stand a chance of obtaining a sub- 
stantial return upon our debt claim grow- 
ing out of war advances, a prospect which 
certainly had been anything but conclusive 
up to the time of the adjustment, and which 
some believed, hardly existed. The fact that 
this settlement has been attained is likely 
also to prove greatly helpful in bringing 
about some phase of adjustment with our 
other foreign debtors. 

Had Great Britain not worked out an ar- 
rangement with the United States for the 
settlement of its war debt, other countries 


AN 
ACCEPTABLE 
SETTLEMENT 





might well have been warranted from their 
oWn point ot view, 1n holding to a like posi- 
tion, on the ground that tne strongest of 
aii—the britisn Government—stll Iaued to 
come to a settiement. botn on economic, po- 
litical and business grounds, therefore, tne 
closing of this negotiation 1s to be accounted 
an accomplishment of no littie merit on tne 
part of the Secretary ot the ‘reasury, and 
through him on tne part of tne marding 


Aamuuistration. 
* a ok 


CONTINUED 
GUOD 
BUSINESS 


conditions during 
wie latter part or fev- 
ruary strongiy connrm 
the opinions already expressed with regard 
to the great volume OL transactions Wnicn 1s 
now 1n sight tor the spring season. 11 1s 
an undoupted fact that, in nearly all lunes OL 
trade, the amount OL business olering 1s 
unprecedented, and tne turnover OL Capital 
Wul be rapid. ‘Ihis should insure a tar 
margin ot profit in a much larger numover 
oI enterprises than has of late snown good 
palance sheet returns; and, 11 so, tne euwect 
snould be pronounced in pringing avout a 
movement of stocks toward higuer levels. 
How tar the eftect of large vusiness upon 
the tiscal side of trade will ve thus directly 
ovservaple is still to be seen. What 1s cer- 
tain 1s that an eftect of pronounced char- 
acter, looking toward better business and 
larger incomes, can apparently not be 
avoided. In a worid as contused as the 
present it is never well to try to anticipate 
conditions very far in advance. Yet it would 
seem humanly out of the question, as things 
iow stand, that the business situation during 
the spring and early summer should be other 
than tavorable. 
Crop yields and general conditions affect- 
ing the agricultural population will, as usual, 
have a great share in shaping matters during 
the later summer and autumn. It is too 
soon as yet to make even a tentative fore- 
cast of their result. What is clear 1s that 
the year has started very favorably—a fact 
of which the stock market is fully aware, as 
reflected in the course of prices and in the 
activity of business on the Exchange at the 
present moment. 


geet of business 


* * * 


A HILE domestic con- 
FINANCIAL ditions continue 
FAILURE thus to improve, the 

Franco-German contro- 
versy has dragged slowly along with dis- 
couraging, not to say, disastrous, results. 
The striking outcome which has made itself 
apparent during the past few weeks has been 
the financial failure of the occupation of the 
Ruhr region. Due to the persistent opposi- 
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tion of the Germans, France has found it 
difficult or impossible to obtain regular oper- 
ation of the plants and mines of the Ruhr. 
Her coal is costing her immense figures, 
notwithstanding that before the invasion 


she obtained it free. She now has a Ruhr 
occupation budget estimated to amount to 
$55,000,000 per annum, with no offsetting 
return in sight. 

If there is anything to be obtained from 
the occupation of the Ruhr, other than the 
satisfying of a military spirit or desire for 
conquest, it has not yet been made plain 
what that something is. To the outsider it 
seemed as if France had undertaken an en- 
terprise both unpopular and costly, and as 
if she: stood no chance to recover much in 
the way of net returns. 


* * * 


HATEVER may be 

thought of the ac- 
tion of Congress with 
regard to rural credits, 
one feature of the situation stands out with 
undoubted clearness. This is that the action 
taken is not likely to help the farmer par- 
ticularly. Say what we will of farm credit, 
of the principles of rural lending, of theories 
of agricultural accommodation, or of Gov- 
ernment responsibilities and duties in the 
matter, the discussion of the past winter 
has made it plain that the farmer’s great 
trouble does not lie in any of these fields, 
but is found in the fact that he needs im- 
proved conditions of production, cheaper 
and better transportation and larger mar- 
kets. 

In only a relatively small number of cases 
is it probably true that a different kind of 
credit would help him very materially, cer- 
tainly in the absence of some measure that 
would rectify the difficulties of his lot as 
already referred to, and would bring about a 
better competitive position on his part. We 
may, therefore, fully expect that there will 
be no improvement in the agricultural situa- 
tion, and no mitigation of the complaints 
emanating from that quarter, except in so 
far as advancing prices tend to make the 
producer more content with his lot and bet- 
ter able to meet his obligations and supply 
himself with needed machinery equipment, 
fertilizer and the like. 

What has been done by Congress does not 
hit the mark, and like most political reme- 
dies will therefore be of service chiefly on 
the hustings. So far as real business or 
commercial help from it is concerned, that 
is likely to be of relatively limited scope and 
importance, a fact which is being much more 
fully realized by the community at large now 
that the political demands of the farm bloc 


HELPING 
OR HURTING 
THE FARMER? 


in Congress have been met, although without 
much direct reference to the actual situation. 


* * * 
GOOD Oy of the most en- 
RAIL couraging factors 
EARNINGS in the entire business 


situation is the improve- 
ment in railroad earnings. Such improve- 
ment has been well reflected during the 
month of January, and, within that period, 
in the earnings particularly of the standard 
dividend-paying roads. Heavy freight-car 
loadings testify to the fact that even in spite 
of the difficult weather conditions the roads 
are handling a very large volume of business. 

Preliminary estimates, based upon returns 
from the first of the Class 1 roads made for 
the month of January, appear to support the 
opinion that net earnings for that month 
are likely to run more than double what they 
were in January, 1922. Of course, this 
shows a most gratifying ability to recover 
from the unsatisfactory business conditions 
which had developed during the period of 
Government operation, and a capacity to 
overcome the bad effects of unsound finance 
and industrial depression which had become 
manifest during the past year or two. 

The fact that Congress is not to be sum- 
moned in special session, and hence will not 
meet until next winter, grants a few months 
of ‘respite from attack; but, of course, the 
real question now at issue is whether the 
anxiety of Western politicians to placate the 
farm interests will or will not result in the 
reduction of rates or in hostile legislation 
again at the earliest moment after the new 
Congress assembles next December. This 
possibility emphasizes the necessity of edu- 
cation and effort designed to put the facts 
in the railroad situation truthfully before 
the country in order that it may reach its 
own conclusions as to the policy that should 
be properly pursued with regard to carriers. 

* * 


MARKET EACTIONARY tenden- 
PROSPECT cies of last week have 
served to’ emphasize the 
strength of the market 


structure. The realizing that appeared was 
readily absorbed by the constant influx of 
buying orders in large and small lots. This 
purchasing power, which is persistent, is 
more of an investment than a speculative 
type, and in the case of only a few stocks has 
there been any excited bidding up of prices. 
Resting periods and frequent reactions 
among individual stocks serve to keep the 
technical position healthy, and if these char- 
acteristics can be maintained there is no 
reason why there should not be a gradual 
but steady rise toward higher levels. 
Monday, March 12, 1923. 
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SENATOR FESS 





legislation. 


One of the newcomers to the Senate who is ex- 
pected to exert a moderating influence on national 


legislation 


prepare for the coming drive? 


T no time in the history of this country 
A has it been so essential for those en- 

gaged in business to familiarize them- 
selves with the nature of proposed national 
With the adjournment of the 67th 
Congress, a respite is granted business from the 
unceasing radicalism of many of its members. But 
it is only a respite, for next December when Con- 
gress meets again will inaugurate the most deter- 
mined efforts toward state socialism ever seen in 
the United States. 


period, business men acquaint themselves with 


Unless, during the intervening 


what the radical members of the next Congress 


propose to enact into legislation, how are they to 


At no time appar- 


ently has the duty of citizens been greater to intel- 
ligently exercise their prerogative of indicating the 


type of legislation they want. 


A Reprieve for Business 


Nine Months’ Congressional Holiday Gives Business 
An Opportunity to Prepare for Coming Radical Drive 


OR the first time in many years, 

Congress is to have a full vacation, 

lasting until next December, a period 
of about nine months. This legislative 
truce is welcome to most members and 
people. 

In the lives of men it often happens 
that the wisest thing to do is nothing; and 
likewise in the lives of nations the wisest 
course is to cease law making. Doubtless 
we suffer from excess of laws, and there 
is something to be said for the cynical sug- 
gestion that it. would be a good thing if 
Congress should be confined to negative 
legislation at every other, session. That 
is, it could repeal existing statutes, but 
could not make new ones. 

The business of Congress is to enact 
laws, and so long as it is in session it is 
pretty sure to be grinding out some, good 
or bad, in response to the popular concep- 
tion that a Congress that isn’t turning 
out a steady stream of legislative product 
is a do-nothing Congress. As a matter 
of fact the best law-maker may be the 
one who prevents law-making; and that 
Congress may be the most beneficent that 
adds the fewest laws to the statutes, 
already so multitudinous. 

The revised codification of federal laws 
weighs twenty pounds and contains 5,000,- 
000 words—and we are getting to a point 
where nobody knows what the law is on 
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By HON. SIMEON D. FESS 
U. S. Senator from Ohio 
As Reported by Theodore M. Knappen 


some things. Maybe we shall have to re- 
peal all laws and start over again some 
day. 

If President Harding had not been con- 
vinced that a cessation of Congressional 
activity would be a surpassingly good 
thing for the country, he would have called 
an extraordinary session to deal with the 
ship subsidy bill, which failed of enact- 
ment in the regular session. In other 
words he considered that nothing that 
Congress could do in an extraordinary 
session could be as beneficial as its sus- 
pension for a time. The reason, for this 
view I take it, is that business should 
have a closed season against legislative 
pursuit. 

The prosperity of the people of this 
country is dependent on the active 
functioning of business in a normal 
way ‘and without the harassment of 
new laws and regulations and the fear 
of others. Legislation that disturbs cur- 
rent business is sometimes unavoidable, 
but it is the part of wisdom to give com- 
merce and industry some share of estab- 
lished routine, so that it may plan in peace 
and expand in confidence. For many years 
now, there have been only brief intervals 
in which Congress was not in session and 
subject to the staging at any moment of 
unsettling, if not destructive, legislation. 
It will be a profound relief to the economic 
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life of the country to know definitely 
that for nine months the rules of the 
game are not to be altered, and that what 
is proper today may not be improper to- 
morrow. 

This is especially important in view of 
the composition of the 68th Congress, 
which is such that radical and experi- 
mental legislation may profit from the 
small margins of difference in party 
strength, in view of the increased propor- 
tion of extremists in both bodies, espe- 
cially in the Senate. When you consider 
that the whole Northwestern section of 
the country from Wisconsin westward is 
represented in the Senate by La Follette, 
Shipstead, Brookhart, Howell, Ladd and 
Frazier, Wheeler, Borah and Gill, it is 
evident that the chances for disturbing 
legislation are not to be ignored. These 
chances will be considerably reduced by a 
Congressional holiday. 

There are no federal elections this year, 
the people will be calmer and more re- 
flective, and the radicals are likely to lose 
some support among their constituents be- 
fore December. Uncle Joe Cannon once 
declared truly that politics is a pendulum; 
and the next swing will be towards moder- 
ation. I should like to add the proviso 
that this will be the case only if business 
does not lose its head, commit excesses 
and drown its prosperity in a pool of 
































tagnation dammed by its own 
duct. 


Preparation for State 
Socialism 


[he late Congress did at . 
least three things that, how- 
r excellent and expedient 
the reverse in themselves, 2. 
n rather wide the door to 
Government assumption of 3 
siness functions—and it will : 
well that the door shall 
hve some chance to fix itself. 
| refer to the rural credits 
, the defeat of the ship sub- 
y bill and the decision to 
c atinue the construction of 
the Muscle Shoals dam. 6 
Che rural credit act had my ‘ 
pport, but I must admit that 
puts the Government into 
nking. It is an opening 
dge that will have to be 
itched. It was the natural 





Government 





PROPOSED RADICAL LEGISLATION 
(To be Acted upon by the 68th Congress) 


Government Ownership or operation of the 


railways. 


Nationalization of natural resources—espe- 


cially coal mines and forests. 


Government control of credit. 


Permanent Government operation of mer- 


chant ships. 


Legislation further restricting and regulating 
corporations engaged in interstate com- 


merce. 


monopoly of their export. 


price-fixing of commodities 
such as wheat, corn and cotton in such 
a way as.to result in a Government 


reckon that 
in the next session of Congress 


succeed, you may 


its promoters will make a de- 
termined continued 
government ownership and 
operation. -With the Govern- 
ment in shipping and banking, 
the socialistically inclined may 
well consider that we are well 
on the way to nationalization 
of the larger operations of 
commerce. 

The decision to go on with 
the Muscle Shoals dam in 
order to protect the 100 mil- 
lion dollars or so already in- 
vested there, is another enter- 
ing wedge with dangerous 
possibilities. Every additional 
dollar spent there is apt to be 
another argument for govern- 
ment ownership and operation 
of power and manufacturing 


drive for 








juence of the War Finance 
Corporation’s emergency revival in 1921, 
which I was opposed; and sequences 
ym it in turn must be guarded against. 
There is a lesson for business in general 
this matter. That is, that if it neglects 
fill its field, the tendency will be strong 
r the Government to enter it. The 
nks of the country found that ordinary 
mmercial business was more profitable 
d easier to handle than agricultural 
edits. The farmers did not receive the 
nking support their business needs and 
legitimately entitled to. The result was 
that Congress felt that it must doom the 
mportant agricultural interest to a per- 
petual handicap or else supply the missing 
nancial machinery itself. The bankers 
this country were themselves quite 
ipable of creating institutions to meet 
the rural credits problem, but they lacked 
the initiative and leadership. The whole 
ncident illustrates the need of vision 
mong our business men if they are to 
iaintain the ground they claim for them- 
elves. Because private institutions did 


ot arise to serve agriculture, the field of 


private banking is likely to be consider- 
ably circumscribed and the welcome agri- 
cultural business lost along with the un- 
welcome. 

The defeat if the ship subsidy bill was 
chiefly brought about by the advocates 
of government ownership. Skillfully, and 
largely under cover, they utilized the tra- 
ditional opposition to a subsidy among the 
bitterest opponents of government in bus- 
iness in order to bring about a condition 
that they hoped would make continued 
Government activity in shipping inevi- 
table. They calculated that if they de- 
feated a subsidy measure that would pro- 
mote the disposition of Government ships, 
the only alternative would be government 
permanently in the shipping business. 

They are furious over President Har- 
ding’s announcement that he now intends 
to proceed under the Act of 1920 and dis- 
pose of the ships at the earliest possible 
moment. I venture to predict that you 


will now see a tremendous propaganda 
launched against the sale of the ships 
without the aid of a subsidy. Should it 


plants. Suppose it shall prove 
impossible to contract with 
Ford or somebody else to 


utilize the power. It will then be impos- 
sible to prevent legislation that will put 
the government into business at Muscle 
Shoals in order to protect the 200 millions 
it will have invested there by the time the 
dam is complete. 

A Chance for Sober Thought 


With these three advances towards the 
domain of state socialism that are partly 
the result of inertia and partly the result 
of design, it is well that Congress is to 
be out of action for a time. It will give 
the people a chance for sober second 
thought, and an opportunity for the gen- 
eral interest to arm itself against the bloc 
movement. The people will perceive that 
a combination of blocs can put over many 
things that are opposed to the majority 
will and the public interest. The 
movement has been the most disquieting 
development in Congress in recent years, 
as it at once dissipates responsibility and 
promotes selfish or class legislation. I 
see signs of popular reaction against it, 

(Please turn to page 953) 


bloc 








A SCENE IN THE SIXTY-SEVENTH CONGRESS 





Now happily adjourned, but scheduled to reassemble as the 68th Congress in December, when it will debate legisla- 
tion of sweeping importance to business and finance 


1923 


for MARCH 





17, 
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OW that it is universally conceded 
we are in the midst of a big boom 
period, the cautious investor will 

ask himself at some time or other, “Do 
all industries profit alike from a boom, or 
do some profit more than others?” If the 
latter is the case, have these unusual 
prospects already been discounted by the 
niarket, or is it possible by careful study 
to figure out advantages inherent in certain 
industries owing to the way they act in 
boom times, which shows them to be espe- 
cially attractive at this stage? 

A moment's reflection, of course, will 
show that industries do not fare alike in 
a boom period. Many an investor knows 
to his sorrow that public utilities, for in- 
stance, are apt to show declining profits, 
not to say losses, while other industries 
are rolling up huge profits. Companies 
dealing in food products, while not quite 
so badly off, still in the past have shown 


very mediocre earnings during boom 
periods. Those, on the other hand, who 
were lucky enough to hold Bethlehem 


Steel shares in 1915, can testify with what 
rapidity the earnings, and consequently 
the market price, of steel stocks move up 
during a boom period. 

It therefore seems worth while finding 
out what makes the different industries 
profit in such different degrees from a 
general revival in business. Now a boom, 
from the standpoint of the investor in in- 
dustrial securities, consists mainly of two 
things—an increase in the volume of pro- 
duction, and an increase both in the price 
of the product and in the costs of its pro- 
duction. These factors are common to all 
lines of business, so that merely saying 
that “prices are going up,” or “the com- 
pany is doing more business than before,” 
does not explain why one company should 
make more money than another during 
the same boom. 

The reason for these differences evi- 
dently must be found in the differences in 
the nature of the different industries. An 
increase in profits, in general, can only 
come from two things: a lessening of the 
cost of production per unit, or an increase 
in the price obtained per unit. We can 
therefore now ask, “How does the in- 
creased volume of production affect the 
cost of production?” and “What factors 
affect the market price of a given product 
in a boom time?” While some answer can 
be given on specific occasions to the latter 
question, the number of partial factors 
affecting it is so great, and of so fluctuat- 
ing and temporary a kind, that it is very 
difficult to give one general explanation 
covering the entire field of industry. 

We can get better results by finding out 
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Which Are the Most 
Favored Industries 
To-day? 


Why Some Companies Make More Than Others 
By M. G. HARDY 
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how the increase in output 
during a boom affects vari- 
ously the various industries 
and by cutting their pro- 0 
duction costs per unit allows 
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some to make more profits 
than others out of a boom by which they 
all may benefit to some extent. To do this, 
we must start with some elementary cost 
analysis, trom the viewpoint of the in- 
vestor. 


The Three Main Items 


There are three general heads under 
which the production costs of an industry 
fall: raw materials, labor, and “manu- 
facturing expense,” more commonly called 
“overhead.” The first two explain them- 
selves; the last consists of all those items 
whose cost cannot be attributed directly to 
any particular part of the output, but 
must be met by the business as a whole. 
The cost of advertising, the salary of the 
president, the rent of the buildings, all 
would remain the same if the output were 
cut in half or doubled, for all practical 
purposes, and are examples of “overhead 
cost.” In general, the items or manu- 
facturing expense are classified as ad- 
ministration, power, rent, light, tool ex- 
pense, depreciation, insurance, and “ma- 
terial expense,” which is the cost of 
1andling materials apart from their pur- 
chase price. 

A simple example will illustrate the re- 
lation of these various items, and what 
happens when output is seriously increased. 
Let us take, for instance, a plant manu- 
facturing copper wire. On a manufactur- 
ing schedule of 1,000 pounds of wire a 
week, let us assume the cost per week as 
follows : 


Percent 
Cost of Total 
Raw Material: 1,100 Ibs. copper 
ingots at 20 cents a Ib......... $220 30.5 
Labor: 15 laborers at $20 a week 
SE ccncwudkhadeseawwbae 300 41.7 
Overhead: as above enumerated.. 200 27.8 
ee $720 §=100.0 


Now if the company gets enough orders 
to justify its increasing production to 
2,000 pounds of wire a week, its cost 
schedule will look like this, if the price of 
copper and the wages of labor do not 
change in the meantime: 

Percent 





Cost of Total 
Raw Material: 2,200 Ibs. copper $440 38.6 
RGMES?t Be MROUGTD 006s kccccaes 5OO 
Overhead: same as before...... 200 
WO. cuuies $1,140 100.0 


We find that in doubling the output, it 


has been necessary to increase the cost 
of raw materials by 8% of the total, and 
the cost of labor by 2% of the total, 





while the overhead has actually gone dow 
by 10% of the total. This is because t 
produce double a given amount of wir: 
one twice much copper, near! 
twice much labor, but overhead ha 
not changed at all. 

Let us compare this with the case of 
coal company, for instance, which spend 


needs as 


as 





but little on raw material, and whos: 
costs are nearly all labor and overhead 
Here the figures before and after lool 
something like this: 
Weekly Production 2,000 Tons 
Perce 
Cost of Tota 
Labor: 100 men at $25 per week $2,550 br) 
Overhead Labor-saving ma 
chinery pedeetihedaess 25000 ™ 
Total $5,000 100 
Weekly Production 4,000 Tons 
Percent 
of Tota 
Labor: 150 men at $25 wo 
Overhead As before LL) 
Total...... $6,250 100 
The difference in terms of productio 
costs between the two kinds of business 


immediately becomes evident. The copper 
rolling mill, in doubling its production, 
has to double most of the items that g 
into cost, so that the increase in output 
meant reducing the cost from 72 cents a 
pound to 57 cents, a saving of 21%. In 
the case of the coal company, however, 
while it did have to increase its labor costs 
to get double the output, yet so large a 
part of its costs are overhead, which re- 
main stationary when production is in- 
creased, that by doubling its output it was 
enabled to reduce its costs from $2.50 a 
ton to $1.56, or a saving of 37%. 

We see then that of two companies or 
two industries, of which one has a larger 
proportion of overhead costs to total costs 
than the other, the latter stands to gain 
more from an :ncrease in the volume of 
business than the former, as it can cut 
its production costs per unit of output 
closer. Being in this position, it can either 
take bigger profits at the old prices, or 
else use its strategic advantage to cut 
prices in order to attract a still bigger 
volume of business, and thus by further 
reducing its production costs make still 
bigger profits on the larger volume at a 
lower price level. 

An Example 
One of the great elements in the success 


of the United States Steel Corporation 
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is been its ability to keep costs low by 
aintaining a large proportion of over- 
head expenses to total expenses, in this 
way attracting proportionately larger 
volumes of pew business than its inde- 
pendent compe; itors, and utilizing the low 
production cezs per unit thus obtained to 
maintain the larger profit on larger busi- 
ness and lawer prices. Examination of 
the graph herewit. attached will show the 
yay a pry ortionately small increase in 
filled wurders (which we use as a 
easure of the amount of business done) 
sults ia a proportionately large increase 
the earnings. In the same way copper 
oduction, in the case of the Utah Cop- 
per Co., and gross earnings in the case 
the Pennsylvania Railroad, need in- 
ease but slightly to make a relatively 
eat difference in net earnings. 

One important way in which the relative 

yportance of overhead as against the 
ther factors in production can be in- 

eased is the substitution of machinery 

1 human labor. A laborer can do only 

given amount of work a day, and while 

can be speeded up to some extent when 
becomes necessary to increase produc- 
on, yet in the main the increase of output 

1 a plant employing large quantities of 
anual labor is dependent on the increase 
1 the number of laborers. In other 
vords, just as in the case of raw materials, 
here is iittle real savire on labor costs 
er unit when production is greatly in- 
reased. 

When labor is replaced by machinery, 
1owever, the cost of the latter becomes 
1 manufacturing expense or “overhead 
harge,” involving tool expense, deprecia- 
tion, power, etc., which as we have seen 
are practically stationary even under great 
changes in output. In other words, a 
‘separable charge,” on which no economies 
ire possible when output goes up, is trans- 
formed into a “joint charge,” on which 
great economies are possible. 

Evidently there are limits to the savings 
than can be effected in this way. There 
is the economist’s “Law of Diminishing 
Returns,” according to which each new 
amount of capital applied to a business 
(replacement of labor by machinery) be- 
comes successively less efficient, until the 
point may be _ reached 








reduced and the other manufacturers also 
adopt the labor-saving device which repre 
sents a capital investment. With each 
successive technical improvement involv- 
ing the investment of an additional unit 
of capital, the pressure of competition be- 
comes heavier, profit margins are cut 
closer, until a point is reached where all 
the operating economies possible by addi- 
tional capital investment have been made, 
and further ones will barely pay their in- 
terest and amortization charges. 


How Production Costs Are Divided 


The larger and older and more efficient 
an organization is, the more likely it is to 
have approached this point of maximum 
development or “diminishing returns,” 
that is, the point where the percentage of 
“overhead costs” to the total costs of pro- 
duction is as high as the industry can 
stand. 

There are, of course, great variations 
in the extent to which different industries 
are capable of absorbing profitably tech- 
nical improvements requiring the invest- 
ment of much capital. In a very careful 
study made by the Department of Labor 
of the State of Massachusetts, it was 
found that in the textile business 70% of 
the costs of production consisted of raw 
materials and labor, in the drug business 
80%, and in the food industries fully 90% 
In the manufacture of agriculture imple- 
ments, on the other hand, 48% of the 
costs were classifiable as “overhead"’; in 
the electrical cquipment industry, 59%, 
and in the manufacture of 
chinery, 55%. 


heavy ma 


It is evident that the latter class of in- 
dustry will profit more by substitution of 
more and more efficient machinery for 
hand methods of production, as machinery 
charges which are part of the “overhead” 
constitute such a large part of their pro 
duction costs. In view of what has been 
said before, it is also clear that the latter 
group is capable of benefiting relatively 
more by a “boom” period of increased pro 
duction than the former, because a larger 
proportion of their total costs are of the 
“joint” type which do not vary in total 
amount, and hence decrease per unit of 


output, as output mereas« They repre- 
sent the type of industry in” which 
“separable” labor costs, which increase 


proportionately to the increase in output, 
are of relatively small importance. 
Another type of industry with a rela 
tively large percentage of overhead costs 
is the mining business, in which raw ma 
terials are of practically no importance 
In coal mining, for instance, almost no 
“raw materials,” strictly 
used, and in many varieties of mining in 
dustry such raw materials as oil for flota- 
tion processes, cyanide or chloride for the 
precious metals, etc., count but little in 
the total costs. Labor, on the other hand, 


is apt to be a considerable item, and here 


speaking, are 


the possibilities of displacement of human 
work by machinery, with a consequent 
increase in the percentage of “overhead 
costs,” are enormous. 

In the United States, for instance, where 


machinery is extensively used in coal min 
ing, the average output per man employed 
underground per 8-hour day is over three 
tons, while in Great Britain the output is 
usually less than one ton a day per man, 
and this in spite of the fact that the 
American miner works longer hours, when 
he is working, than the British miner who 
works shorter hours all through the year 
While part of the difference is due to the 


greater nearness to the surface and the 
greater average width of the American 
coal seams, yet on the whole the important 
fact is that the American mine uses a 


larger proportion of fixed machinery in 
vestment and a smaller proportion of va 


riable human labor than the British 


Effect on Investments 


The effect of this from the investment 
and earnings point of 
there is a boom period in the coal 
dustry, and it is necessary to increase pri 
duction, the British mine company has to 
hire more laborers, 


view 1s that, whe 


while the American 


company merely works the machin 
which it has already in action a litth 
harder, with a relatively smaller new cost 


for additional labor. The 
duction is that in boom times the Amet 


reasonable cd 


would stand to make mor: 
British 


can company 


money than the 








where it scarcely pays at 


\ typical industry 





all to invest new capital, so 
insignificant are the oper- 1 
ating economies that can 
be thus effected. 

It is easy to see why 
this should be so. When a 60 
mechanical improvement to 
take the place of labor, 
such as a U-shaped car- 
tipper in a steel plant to 
unload ore cars instead ot 
having them emptied by 
manual labor, is installed, 
the first effect is to cut 
costs, while prices need be 
cut only slightly under the 
prevailing market to get 
the business and secure 25 
iarge profits as compared 
with other manufacturers 
using the older methods. 
Under pressure of compe- 
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which the machinery and 


capital investment repré 
sents a very high percent 
age of the total costs, and 
which  therefor« should 


profit more than the aver 





age trom an iecreas« 
the volume of busines 
is railroading. The great 


importance of overhead 


charges on fixed invest 
ment 1s recognized in thy 
well-known fact that the 
average railroad's capitali 
zation consists of two 
thirds bonds and one third 
stocks This gives the 
railroad such flexibil:ty of 
costs that it can 
greatly 


handle a 
increased volume 


ot business with a very 














tition, however, prices are 
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nearly all the increase in gross repre- 
sents an increase in net earnings, so 
that the percentage growth in the latter 
is more rapid than in the former, as illus- 
trated in the accompanying chart. 

This applies in general to all industries 
which have a large proportion of overhead 
costs. For each such industry a per- 
centage of capacity can be determined 
which may be called its “normal” pro- 
duction line. When its output or volume 
of business is running at this level, it 
makes normal profits. Should business 
sink below this line, profits decline much 
more rapidly than the decrease in actual 
business done would seem to justify, and 





if business falls very much below it, 
operations may actually have to be con- 
ducted at a loss because the profits on 
the smaller volume are not sufficient to 
absorb the total of the overhead charges. 
On the other hand, should volume of 
business rise above this normal level, 
profits would mount up in a greater ratio 
than the volume itself increases. 

Taking, for example, the can business, 
in which notable improvements in ma- 
chinery have made the overhead costs an 
increasingly large part of the total in 
recent years, a comparison of the results 

(Please turn to page 940) 





Introducing— 


President James A. Farrell - 


Who Needs No Introduction 
to Admirers of Genuine Ability 


OMPLAINTS are sometimes heard 
C that the average product of the 

American system is something of a 
scatterbrain—a man with a smattering of 
knowledge in manifold fields, but no 
breadth of information in any particular 
field. “Bluffing through” is held, in some 
uncomplimentary quarters, to be the great 
national failing. 

James A. Farrell cannot be accused, or 
even mentioned in this connection, unless 
to refute the charge. The man is a walk- 
ing encyclopedia of absolute information 
in the circle he occupies. 

There was once a Congressional inves- 
tigation—one of those affairs that sound 
so impressive when they are ordered, as 
though they were going to be the means 
of unearthing the whole truth at last— 
and everybody who knew anything about 
the United States Steel Corporation, or 
the steel business in the United States 
(one and the same thing?) was called 
upon to testify. Among others, Mr. James 
A. Farrell was present; and it is recorded 
that the nine-days’ examination which fol- 
lowed was directed principally toward him. 

The American public didn’t know much 
about this man Farrell up to that time; 
but they were willing to glance over the 
character of his testimony to determine 
what manner of man he might be. 

The result was surprising: Farrell, giv- 
ing forth vast quantities of information 
on every conceivable subject related to 
the steel business, without once consult- 
ing notes or memoranda, proved his right 
to the title of “one of the most remark- 
able men in the business life of the day” 
—a man whose knowledge of the steel 
business, from the tensile strength of a 
theoretical amalgam, to the location, rela- 
tive importance, resources and equipment 
of the steel centers, large and small, 
throughout the world, from the division 
of business handled by the various com- 
panies, both independent and allied to the 
corporation, to the route-procedure in 
connection with a typical shipment of 
goods, whose knowledge of all these sub- 
jects, great and small, so long as they 
only bore a connection with the business 
he was in was as nearly inexhaustible 
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JAMES A. FARRELL 
BEGAN WORK AT SIXTEEN 
—At 20, he was a laborer in the mills 
of the Pittsburgh Wire Co. 

—At 25, he was superintendent and 
manager. 

—At 40, he was President of the U. S. 
Steel Export Co. 

—At 48, he was President of the 
United States Steel Corporation. 


and dependable as human knowledge can 
very well be. 

This man Farrell, for example, was 
asked to describe some of the uses to 
which Steel Corporation vessels were 
used in their globe-circling perambula- 
tions. Probably when the questioner pro- 
pounded the inquiry he expected a vague an- 
swer, or some such general answer as “We 
seek to load the ships from port to port, 
to make them cargo-carriers throughout 
their journeys”—and probably he would 
have contented himself if one single case 
of a special port-to-port shipment of 
something other than steel had been men- 
tioned. But a question directed Farrell- 
ward apparently has a way of producing 
an explicit and complete answer, leaving 





the subject (and the questioner?) ex- 
hausted by the time the reply is com- 
pleted. Thus Mr. Farrell’s reply to the 
amiable question cited, quoted from a re- 
print of his testimony: 

“We go into the merchandise business 
to work the ships around the world eco- 
nomically to enable them to load out to 
British Columbia with steel. The steam- 
ers are chartered for lumber or coal from 
Puget Sound to the Gulf of California— 
that is, to Guaymas or Mazatlan. They 
then go across to a place called Santa Ro 
salia and load full cargoes of copper matt: 
from the Boleo Mining Company, owned 
by the Rothschilds; from there to Dun 
kirk, France, or Swansea, England, to dis- 
charge this copper. They are then char- 
tered again to bring them across the 
Atlantic in order to get them back here 
to go on a triangular run again. The) 
generally come over with chalk; occa- 
sionally with other commodities. Just 
now we are bringing over a cargo of tin 
plates in one of our steamers from Swan- 
sea.... The round trip takes from 7% to 
8 months.” 

Incidentally, Farrell himself has taken 
pains to point out that, in the develop- 
ment of this remarkable memory of his, 
he has consistently avoided what might 
be called “extraneous” information. It is 
possible that if you asked the man for 
the standing of one of the major-league 
clubs in the pennant race last year, or 
the world’s high-jump record, or the 
names of the three best-selling fiction 
novels at the moment of speaking, he 
might be unable to answer you, might 
actually be unable to provide you with 
this information that is on the tip of 
every man’s tongue, so to speak. But 
the President of the United States Steel 
Corporation believes that there is a limit 
to the absorptive capacity even of his 
own retentive brain, and that to attempt 
to crowd the cerebral cells with unclas- 
sified knowledge is to chance jumbling 
everything up and producing chaos. So, 
from infancy, if the records of the man’s 
life are trustworthy, he has hewn to his 
own line, with the results specified. 

As a matter of fact, if the American 
school of biographical writing didn’t call 
for selecting a man’s chief attribute and 
pounding on that, there would be several 
other Farrell-features worthy of elabora- 
tion. Thus, it has been said that Farrell 
is one of the cleverest salesmen in the 
world—that, indeed, the development of 
the export steel trade of the United 
States has been due very largely to his 
efforts. He was the son of a sailing mas- 
ter, and well-travelled early in his life. 
Before he knew anything about the steel 
trade, he knew the principal ports of the 
world, and the state of civilization in va- 
rious parts of the globe. To apply the 
knowledge he later accumulated, as he 
developed from wire-puller and day- 
laborer to superintendent and manager, 
and from superintendent and manager to 
president of an independent steel com- 
pany, and from president of the indepen- 
dent to president of the United States 
Steel Corporation, to the knowledge he 
already had of the needs of other nations 
and other markets was a normal, logical 
step. 
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The March of Progress 
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It is a far call from this old time 
press to the one pictured on the left. 
The capacity of this press was limited 
only by the dexterity and physical 
powers of its operator 























THEN AND NOW ON THE NEW YORK CENTRAL 


The DeWitt Clinton, tender and 
coach, the first used on the New 
York Central and a locomotive in 
use today. The old engine and tender 
weighed 12,000 lbs. which is less than 
the weight of one pair of wheels of 

the modern engine which weighs 
} 427,000 Ibs. 
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A STUDEBAKER “TWO LUNGER” OF 1904 OLD KATE AND DOBBIN 


and the modern chariot of this same corporation are forced to one side when this modern “Steel Mule” 
comes their way 


























The first crossing of the Atlantic by a steamship was made in 1819 by the S. S. Savannah which sailed from Savannah 
on May 22 and arrived at Liverpool on June 20 
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American Securities Going Abroad 


U. S. Stocks and Bonds Slowly Resuming Pre-War 


Place in European Exchanges as Favored Investments 


By CARLETON M. SPERRY 





EFORE the war Ameri- 
B can securities were among 

the most favored on the 
big exchanges of Europe, both 
for speculation and for invest- 
ment. They returned higher 
yields, relatively, than Euro- 
pean securities of correspond- 
ing grade, they furnished a 
satisfactory amount of market 
action, and the bankers of Eu- 
rope maintained good markets 
in them because they were con- 
tinually issuing new ones to 
which the European investing 
public had to be attracted. The 
most favored classes were rail- 
roads, a few coppers, notably 
the porphyries, a very few in- 
dustrials, of the class of In- 
ternational Harvester and the 
U. S. Steel Corporation, and 
certain oils, of which the 
Union des Petroles d’Okla- 
homa is a good example. 

In those days, America was 
the great debtor nation of Eu- 
rope. It represented, as a 
whole, a very good investment. 
With the aid of European capi- 
tal, mostly Dutch, English and 
French, it had developed its 
railroad system into the finest 
in the world, and its industries 
were advancing at a_ rap‘d 
pace. It was a typical example 
of a pioneer country need- 
ing development and capital, 
though in the years from 1900 





AMERICAN FAVORITES IN 


MARKETS 


LONDON MARKETS— 


Atchison, Topeka & Santa Fé 
Chesapeake & Ohio 


EUROPEAN 


officially to the Allied gov- 
ernments and probably half of 
that sum additionally in the 
form of private commercial 
credits of longer or shorter du- 
ration, to various Furopean 
countries, including a full bil- 
lion sunk in German marks 


Chicago & Western, common and prefer'd and securities which are now 


Chicago, Milwaukee & St. Paul 
Chicago, Rock Island & Pacific 
Erie, common and preferred 
Great Northern preferred 
Louisville & Nashville 
Southern Railway 

Southern Pacific 

Union Pacific 

United States Steel 


PARIS MARKET— 


De Beers Mining common 
Mexican Eagle common 
Rand Mines common 
Utah Copper 

Chino Copper 

Ray Consolidated 

Royal Dutch common 


Shell Trading & Transport 


BERLIN MARKET— 


Baltimore & Ohio common 


Tehunatepec RR. 5s, 1947 


Mexican 5s, 1899, 414s and Natl. 


Mex. 4s 
Tamaulipas 5s 
Pennsylvania 


nearly worthless. 

All that interests us here, 
however, is the repurchase by 
American security-holders of 
securities originally held in 
Europe. By the end of the 
war there were outstanding 
some 2% billions, held by re- 
calcitrant private individuals 
in the Allied countries, by neu- 
tral countries such as Holland 
and Switzerland, which had 
always been great banking 
countries, and to some extent 
in Germany. 

Since the war several new 
currents have set in, all tend- 
ing to drive American securi- 
ties back to Europe. In the 
first place, there has been the 
desire of investors in those 
European countries whose ex- 
change was weak or weakening 
to insure themselves against 
Rys. further loss by putting their 

money into investments pay- 
able in the only important cur- 
rency in the world which was 
on a gold basis actually as well 
as nominally. 








on the demand for European 
investment funds slackened off notably. 

Even then America had got to the point 
where she was supplying a good part of 
her own investment demand, although the 
300 million dollars that she sent every 
year to Europe in the form of interest 
and dividends on Europe’s holdings of 
American securities still constituted a se- 
rious drain on the national resources, and 
went a long way to making up the ex- 
port surplus of 500 millions annually 
which our growing agriculture and indus- 
try were piling up. We had no means of 
repaying the debt, as there was nothing 
to induce European holders to give up 
their good investments in America. 


Importance of the London Market 


So important was the London market 
in American securities before the war, for 
example, that no broker on the New York 
Stock Exchange dared start his day's 
transactions without looking up the Lon- 
don quotations of the same day. As Lon- 
don time is somewhat over five hours 
ahead of New York time, the London 
closing results of 3 P.M. could be known 
in New York before 10 A.M. of the same 
day. This custom, by the way, still sur- 
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vives in many brokerage houses, although 
its significance of course has disappeared. 

When the war broke out, one of the 
gravest financial problems that faced the 
Allies was how they were to pay for the 
exports which they were compelled to buy 
from the United States. One of the meth- 
ods of payment which they used was the 
concentration of nearly all the American 
securities to be found in private hands, 
and their wholesale disposal in the New 
York market. This was one of the fac- 
tors that compelled the Stock Exchange 
to close its doors shortly after the war 
began, and to keep them closed. for four 
months. 

It is estimated that about 2% billion 
dollars’ worth of American securities, or 
half of the European holdings, were thus 
returned to the American market which 
had originally sold them to Europe. This 
series of transactions constitutes one of 
the few recorded cases where a pioneer 
country still in the course of development 
was able to pay off its creditors, holding 
its securities in the form of the bonds 
and stocks of private corporations. Of 
course, America went much further 
than this, it loaned 10 billion dollars 


Any German business man of 
acumen has realized, since the war, that it 
was folly to put away his earnings in the 
normal course of business in the form of 
bank deposits or security investments in 
German marks which in all probability 
were bound to decline heavily. His alter- 
natives were limited. He could buy Ger- 
man stocks, which would rise as the ex- 
change fell—but it was soon realized that 
appreciation in the value of domestic 
stocks never kept pace with the deprecia- 
tion in the value of the currency. He 
could buy merchandise, but that would be 
assuming a heavy speculative risk, in the 
event of a sudden reversal of the market, 
and besides there were troublesome Gov- 
ernment regulations against hoarding, 
price-fixing attempts, etc., to contend with. 
He could buy foreign exchange of the 
more stable countries, which many of 
them proceeded to do, causing a tremen- 
dous speculative activity which has con- 
tinued in this day in the foreign exchange 
markets of the European countries of 
weak exchange. 

On short reflection, however, it was 
realized that it was more profitable to 
invest one’s money either in good bonds, 

(Please turn to page 936) 
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Do Mergers Create Profits? 


Vertical Trust Idea Extending to America— 






Effects of Centralized Control of Prices 


HE period of great industrial com- 

binations which opened in 1919 and 

reached a tremendous development 
ist year differs in some important re- 
ects from the corresponding merger pe- 
od of 1899-1901 which reached its cul- 
ination in the foundation of the U. S. 
teel Corporation. At that time, the chief 
enefits expected from the combination of 
number of firms engaged in the same 
usiness were reduction of overhead and 
ransportation costs, possible influence on 
rade and price policies, elimination of 
ut-throat competition, and the like. 
Curiously enough, most of these early 


By WILLIAM J. MORRISON 


that one constituent can use the products 
of the one preceding it. In the previous 
cases, a vertical merger in the sugar in- 
dustry would be one including a sugar- 
growing company, a refining company, 
and possibly a distributing company for 
the retail trade. In the metals business, 
such a merger could include a mining 
company, a smelting and refining com- 
pany, a concern making copper wire, one 
making electrical equipment, and other 
copper-consuming companies, etc. 


In addition to the advantages of the 


older combines, these new vertical ones 
bring control of raw material supplies, 
further reductions in overhead, lower 


output of the companies involved, enabling 
them to take the maximum advantage of 
changes in the nature of the demand for 
steel. Bethlehem, for instance, has unusually 
good shipbuilding Lackawanna 
has exceptionally good rail mills. When 
shipping is booming, the former Beth- 
lehem plants can be utilized; when there 
is a strong market for rails, the old 
Lackawanna works. 

The only alternative would be new con- 
struction for either company, if it wanted 
to profit by the boom in the particular 
steel product most in demand. The steel 
industry is already overbuilt, and the com- 
bination of companies specializing in dif- 

ferent products is the only 


facilities ; 





1ergers proved disappointments, and it 
yok the war and the two fat 
ears which followed to put 
hem on their feet. Instances 
£ the unfortunate pre-war 
ecords of companies formed 
n 1899-1901 are the Corn 


’roducts Refining Co.,_ the 
\merican Woolen Co. and the 
American Hide & Leather Co. 
Some showed good profits 
rom the very beginning, such 
is the International Harvester 
Co., and others such as UV. S. 
Steel had fought their way to 
1 stable position before the 
war, but there were also some 
such as American Writing Pa- 
per Co. which are even now 
1ot in a position to pay divi- 
lends on current earnings. 

It will be found on inspec- 
tion that many of the mergers 
put through in the early boom 
erred on the side of overopti- 
mism and stock inflation. Cer- 
tain personal factors must be 
reckoned with—the lack of ini- 





Combinations to Diversify Output and Locality able 


(Formed in 1922) 


Bethlehem Steel Corp.—Lackawanna Steel Co. 

Midvale—Republic—Inland Steel Co. 

American Rolling Mill Co.—Ashland Iron & 
Mining Co. 

Ford Motor Co.—Lincoln Motor Co. 

Associated Motors Industries. 

Winchester Co.—Simmons Hardware Co. 

Armour & Co.—Morris & Co.* 


Combinations to Stabilize Price and Trade 


Conditions 


Anaconda Copper — American Brass Co. — 
Chile Copper Co. 

Van Camp Sea Food, Inc. 

Phelps-Dodge—Arizona Copper, Ltd. 

International Shoe Co.—McElwain Shoe Co. 

* Completed 1923. 


alternative to new construction, 
or else the giving-up of valu- 
business. Diversification 
of geographical location is an- 
other point that counts in the 
making of mergers, as the 
closer manufacturing plants are 
to their sources of supply and 
to their centers of consump- 
tion, the more they 
railroad freights. These con 
stitute an especially heavy item 
where 


Save on 


in industries like steel, 
the specific value of the finished 
product is low, and railroad 
rates a correspondingly heavy 
burden. 

Another advantage is that of 
price control in industries of a 
highly competitive character 
The absorption by the Ana- 
conda Copper Co. of both the 
American Brass Co. and the 
Chile Copper Co. last 
admirably illustrates several 
points of the new 


year 





merger 





tiative of the department head 

of a huge organization compared with his 
energy as owner of a smaller concern, 
and the lack of flexibility and adaptation 
to special jobs which characterizes the 
huge concern. The latter, for instance, 
may help to explain the lack of success 
of the American Writing Paper Co. 

The mergers of the newer period, fully 
aware of these difficulties, have tried to 
counterbalance them by adding an element 
which was less prominent in the earlier 
ones, namely that of the “vertical trust,” 
which has grown rapidly in Europe. The 
older mergers might be called largely 
horizontal—that is, they. united companies 
of a more or less similar type engaged in 
the same kind of business. For example, 
a number of smaller sugar-refining com- 
panies would unite to form the American 
Sugar Refining Co., a number of smelt- 
ing companies united to form the Ameri- 
can Smelting & Refining Co. 

The newer or vertical combinations, 
however, unite companies engaged in dif- 
ferent branches of the same business, so 
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prices for materials used and cumulation 
of all the profits to be made in the differ- 
ent branches of the industry. This has 
been the idea back of the Stinnes and 
similar combinations in Germany, and in 
this country of certain concerns such as 
the International Harvester Co., the big 
oil companies, the Ford Motor Co., and 
several others. It is worth noticing that 
companies in the past which have been 
based on this idea, of vertical combination, 
have in most cases been huge successes, 
as in the three cases cited, whereas the 
merely horizontal combines, such as those 
mentioned as belonging to the 1899-1901 
era, have had their ups and downs and 
usually more downs than ups 

The noteworthy fact about most of the 
mergers consummated during 1922, tabu- 
lated herewith, is that so many of them 
are of the vertical type, following 
European precedent and the more success- 
ful of the American combinations. Some, 
like the Bethlehem-Lackawanna combine, 
are intended primarily to diversify the 


busi- 
com- 


policy in American big 
ness. By taking over the brass 
pany, which uses all and more than the 
copper company can produce, Anaconda 
has all the advantages of the typical ver- 
tical combine. By taking over the South 
American mining property, which was 
able to produce at a cost greatly below 
that of the American mines (estimated at 
7 to 8 cents a pound), Anaconda laid the 
foundation for a firm improvement in 
prices which has since been maintained 
and extended. It is not too much to say 
that the price of copper could not have 
been maintained at 17 cents a pound to- 
day if Anaconda had not prevented the 
underselling of the market by a competitor 
capable of selling copper at a good profit 
at 9-10 cents a pound, a price at which 
most American producers could not live 
The three main motives guiding the 
combinations of 1922 appear, therefore, to 
have been vertical combination to insure 
diversification of output and of geographi 
ca! location, and maintenance of price; 
and in this they have been successful 
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Should Mark Losses Be Averaged? 
Revival of Mark Buying With Recent Upturn 
in Exchange Rate—Will It Be Permanent? 





tits low level of 50,000 to the dollar, 

reached in the early days of February 
of this year,, to current rates around 
23,000, has caused considerable agitation 
to the thousands of people in this country 
who have bought German marks at any- 
thing from 6 cents down. Many of them 
would never dream of “speculating,” and 
regard “Wall Street” as the symbol of 
ail that is wicked in matters financial, but 
when it comes to investing—so to speak— 
in German marks, that of course is a 
different story. 

Some of them have been buying marks 
sporadically with each new break in the 
rate, and were especially active in the 
spurt toward the end of last year that 
carried the price from 5 to 20 thousand 
to the dollar. Each new crash, however, 
has lessened their confidence in the ulti- 
mate recovery of their cherished gamble, 
and it was to be noted that there was 
little buying between 20 and 50 thousand, 
the only time when buyers would have 
made money, as things now stand. 

To the accompaniment of a cloud of 
newspaper stories about German govern- 
ment buying of marks, the Reichsbank 
throwing millions of gold marks into the 
market in a desperate attempt to stabilize 
the rate, the French government buying 
marks to supply the needs of its army, 
and the like, the mark suddenly rose from 
50,000 to 20,000 to the dollar in less than 
two weeks. This put the old-line pur- 
chasers of marks in a new quandary. By 
this time they had fairly well reconciled 
themselves to the idea that not only would 
marks probably never again see the prices 
at which they bought them, but also to 
the more difficult concept that the mark 
had been so weakened intrinsically that 
it was no use averaging, even, in the hope 
of getting out with a small loss, or pos- 
sibly no loss at all. They had made up 
their minds that the mark was a losing 
proposition, that could move only in one 
direction—downward—and that each new 
purchase was a new loss added to the old 
one. 


This sharp recovery of the mark from 


An Upset Theory 


The sudden recovery of the mark upset 
all their preconceived ideas. Not only did 
the mark regain 60% of its value within 
a short time, but it held its gains and 
even seemed on the point of advancing 
much further. Under the circumstances, 
at first carefully and later with all caution 
thrown to the winds, many old buyers of 
German marks, of the early generation 
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that bought between 6 cents and 2 cents, 
of the generation that bought between 2 
cents and a third of a cent, of the genera- 
tion that bought between % of a cent 
(330 to the dollar) and 4,000 to the dollar, 
and of the generations that bought be- 
tween 4,000 and 20,000 to the dollar, have 
jumped into the market recently in the 
hope of making up much of their losses 
on the assumption that the improvement 
in the mark would continue. 

Granting this assumption, their action 
seems eminently logical. A man who 
bought 100,000 marks at one cent, and 
later “averaged” an additional 100,000 at 
20,000 to the dollar, would have 200,000 
marks which cost him $1,005 and were 
worth $10, a market loss of $995. Should 
the mark advance still further to 10,000 
to the dollar, his holdings would be worth 
$20, leaving him a loss of $985, while if 
the mark rose to the giddy height of 5,000 
to the dollar his loss would be reduced 
to $965. If he bought more marks at 
each step on the way up, his losses would 
be cut still further, and cutting losses, of 
course, is part of the wisdom of the Street. 
The difficulty, of course, is that we are 
assuming increases in the mark rate of 
200 and 400% which will make a difference 
in the total market loss of only 1% and 
3% per cent., and this on the assumption 
that all turns out at the very best that 
could happen, namely, that the mark con- 
tinues its improvement without a serious 
break and to the tune of 400% within a 
reasonable time. 


Is It Possible? 


But let us see what justification we 
have for believing that everything will 
turn out for the best, or if it is not rather 
likely that the upward move is only a 
temporary interruption of a long swing 
headed downward with accelerated veloc- 
ity. Before we attempt to answer these 
questions, we must decide to what focus 
we shall set our field-glasses, whether to 
the short-range exchange trader’s point of 
view or to the long range which is suited 
for the patient speculator in marks—for 
by the nature of the case patience and 
long-suffering must be among his primal 
attributes. The latter course will there- 
fore seem the more advisable. 

Adjusting our vision to the longer 
range, we see that from August, 1914, to 
the reopening of trading toward the end 
of 1919, the mark fell from 4.20 to the 
dollar to about 42; that from the end of 
1919 to early February, 1923, it went from 
42 to 50,000, and that from early February, 
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LOSSES 
Annual Output, Tons 
Annual Output, T » *y 
nnua utpu = 
Pre-War ye War 
Coal ...190,109,000 116,707,000 *61.4 
Coke .. 34,630,000 22,709,000 65.6 
IronOre 28,608,000 6,362,000 22.2 
Petrol’m 121,000 737,000 30.9 
Zinc... . 125,000 56,000 44.4 
46,000 3,000 6.2 
Steel & 
Cast 
Iron... 37,193,000 13,829,000 37.2 
Other 
Iron... 3,344,000 1,804,000 53.9 
+ Barrels. 
* Before Ruhr occupation. 











1923, to early March, 1923, it went from 
50,000 to 23,000. Taking the most super- 
ficial and general view possible, therefore, 
of the exchange fluctuations of the mark, 
one would say that the mark has been 
declining for eight and a half years, and 
improving for four weeks, the extent of 
the recovery being no greater than that 
of other recoveries which have from time 
to time taken place in the value of the 
mark without permanently halting its 
course. Early in 1920, for instance, it 
recovered from 100 to 50 to the dollar. 
By November of 1921 it was in a position 
to recover from 320 to 170 to the dollar, 
and since then its recoveries have been 
on a scale commensurate with the declines 
which called them forth. 

We are therefore left with the question, 
What originally caused the mark to fall 
to its present low estate, and has any new 
factor come up within the last four weeks 
which indicates that the depressing in- 
fluences can be overcome? 

The first question is as controversial 
as any in the whole field of finance, and 
practical as it is, usually answered on any 
but practical grounds. Puzzled business 
men, anxious for an explanation of a 
purely business phenomenon, have been 
handed, in financial organs and on the 
financial pages of their daily newspapers, 
first a purely ethical theory of exchange 
rates, according to which Germany, as 
a wicked and guilty nation, is expiating 
her sins through the fall of her currency. 
When it appeared that certain elements in 
Germany were profiting by the decline in 
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the mark, a bogey-man or anthropo- 
morphic theory of exchange rates was 
ubstituted, which told us that the break 
n the mark had been planned (“en- 
ineered” was a favorite expression at the 
time) by the wily German Government, 
wearing a Liberty cap to disguise the 
piked helmet, or else by equally wily 
German industrials and bankers. Thinkers 

f a more liberal cast of mind pointed 
ut the psychologic theory of exchange 
rates, which explained the decline in terms 
1£ a broken and weary and defeated na- 
ion, of which quite an emotional picture 
ould be drawn. 

The troubles with all these and similar 
xplanations of exchange of a moral, 
1etaphysical, psychological order is that 
hey attempt to explain economic events 
hrough processes which are not of an 
conomic character, and which are not 
ubject to the economic limitations of 
pace and time. They do not explain, for 
nstance, why Germany was more wicked, 
clever, or despairing when the mark 
vas at 70 than when it was at 7,000, or 
vice versa. They may or may not be true 
n themselves, but if they are true at all, 
hey are true all the time, and as true at 
ne time as at another, quantitatively, so 
hat while they may give the qualitative 
ackground of the economic development, 
et, not being of a quantitative order, they 
annot explain the quantitative differ- 
‘nces that arise in that development. 
Such are numerical rises or falls in the 
exchange rate. Consequently they cannot 
ve of practical use to us. 


Closer to the Truth 


Those explanations that were based pri- 
marily on the burden of reparations were 
necessarily closer to the truth, as they 
worked in numerical, quantitative terms, 
estimating Germany’s ability to pay in 
terms of excess of exports over imports, 
and often also in more or less hazy terms 
of national wealth and national income. 
They showed that the reparations which 
Germany actually was paying were far 
above her ability to pay, with the re- 
sult that she had to cover the differ- 
ence by note issues which, when 
gobbled up by speculators in America 
and the Allied countries, supplied the 
funds with which to pay reparations. 

This kind of explanation has occa- 
sionally been worked out very cleverly, 
and so far as it goes, casts a good 
deal of light on the situation. Once 
an analysis of this sort had been made, 
and it was found that Germany, in- 
stead of having the export surplus 
that the financial experts of Versailles, 
Brussels, London, etc., had reckoned, 
actually ran into an export deficit year 
after year, it became quite clear why 
the German Government could not 
pay reparations, and why the mark 
must necessarily continue to decline. 

This analysis did, however, leave un- 
answered the fundamental question of 
why there should be an export deficit 
in the first place, in a country which 
prior to the war had had a consider- 
able export surplus. The question can 
be asked in another form: “In what 
fundamental respects is the national 


for MARCH 17, 1923 





economy of Germany so different from 
what it was before the war that it now 
functions constantly at a deficit where be- 
fore the war it functioned constantly with 
a surplus?” If we can answer this ques- 
tion to our statisfaction, we can go on to 
ask, “Is the change in these fundamental 
respects of a kind that one may expect to 
be overcome in the near future, by agen- 
cies which we now see at work, and if 
not, what may we reasonably expect to 
be the outcome of it all, as affecting the 
value of the mark?” 

From a study of the situation along 
these lines, the following results become 
clear. Germany has lost a large part of 
her productive capacity; how large a part, 
is merely indicated by the accompanying 
figures. This loss 1 is been so serious 
that it amounts to a c mplete upset of the 
economic structure which had achieved 
equilibrium in Germany before the war. 

At that time, a very complex and deli- 
cate balance existed, whereby Germany 
imported food and raw materials of low 
specific value, exported finished goods of 
high specific value, and developed markets 
for these finished goods largely by the re- 
investment abroad of the funds obtained 
through the difference between the value 
of its exports and the value of its im- 
ports. This was the external equilibrium 
of German trade. The internal equi- 
librium came through the readjustment of 
German capital and labor from around 
1870 in such a way that less was put into 
agriculture and more and more into in- 
dustry, until at the outbreak of the war 
Germany produced very little of the food- 
stuffs which it needed for its own con- 
sumption and had to obtain from abroad, 
while at the same time it produced large 
quantities of finished goods for which it 
as a nation had no direct use, but which 
served to provide means of payment for 
its foodstuffs, for the raw material re- 
quired for the manufacture of further 
finished goods, and for the surplus to be 
used in investments abroad and the exten- 
sion of industry at home. Under these 
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influences population increased rapidly and 
the standard of living rose with it. 

Through the withdrawal of German 
colonies and shipping, of coal fields and 
ore mines and blast furnaces and mills 
and factories, this equilibrium has been 
radically disturbed. Germany can no 
longer export enough to pay for its requi- 
site foodstuffs. As the population has not 
declined in proportion with the decline 
in the means of feeding the population, a 
new equilibrium will have to be attained 
through a readjustment of all the pre- 
viously-mentioned factors: German indus- 
try, German agriculture, German popula- 
tion internally, and German exports and 
German imports externally. 


Hitting at Germany’s Vitals 


German industry and consequently Ger- 
man exports have been dealt a blow of 
such tremendous importance that it is dif- 
ficult to believe they ever can be reor- 
ganized on the old basis, after they have 
lost so much in physical equipment and 
raw-material resources. Not being able 
to export much, Germany will not be able 
to import much, in the long run, and will 
thus be confronted with the necessity of 
adjusting the other two factors in the sit- 
uation, German agriculture and German 


population. As a result of the great in- 
dustrial activity of 1870-1914, German 
population increased at a furious rate, 


from 35 millions to nearly 65, a phenome- 
non similar to that of England in the 
early stages of industrialization and of 
the United States since its origin, even 
after full allowance for immigration. 

On the basis of an active industry and a 
big export trade, Germany could afford 
to import enough foodstuffs to feed this 
enlarged population. At the present time, 
however, it looks as if Germany is being 
compelled to return to the position it was 
in before 1870—a highly agricultural 
country, feeding itself and even produc- 
ing an exportable surplus, with little or 
no industry of importance. But if this 

is the case, it is difficult to see how 
the country can support a population 
much bigger than it did under similar 
conditions in 1870, which is far above 
the actual population today. 

One solution to this would be whole- 
sale emigration, which sounds imprac- 
ticable when it comes to dealing with 
millions of people in a short time. An- 
other would be a great intensification 
of agricultural production in Germany, 
by the wholesale return of industrial 
labor to the farm. While this solu- 
tion is also beset with difficulties, it 
would seem to be the more likely of 
the two. A worker will not remain 
many years in a steel plant that can- 
not afford-to pay him a living wage 
when he knows that by tilling a little 
farm he will at least produce enough 
foodstuffs to keep him from starving. 


Conclusion 


In our attempt to forecast the prob- 
able future development of Germany, 
we have therefore come to the con- 
clusion that Germany is likely to re- 
vert to the status of a preponderantly 

(Please turn to page 938) 


883 














Gulf, Mobile & Northern 





An Obscure But Attractive Issue 


Road Still Suffering From Growing Troubles But Aggressive 
Management Paves the Way to Full Growth—Dividend Prospects 


By A. M. SAKOLSKI 


Instructor Railroad Analysis, New York University 


T is only within recent months that 

both the preferred and common 

shares of the Gulf, Mobile and North- 
ern which have been listed on the New 
York Stock Exchange for more than five 
years have attracted even a little specula- 
tive attention. Considered in the light of 
its past history and its present difficul- 
ties, the Gulf, Mobile and Northern has 
been usually regarded as both hopeless 
and helpless. Yet railroads, like delicate 
children, sometimes become surprisingly 
healthy and prosperous organisms, par- 
ticularly after having attained full growth 
and having passed through the diseases 
of infancy. 

It is still, however, a matter of uncer- 
tainty whether this railroad line which 
starts at a secondary Gulf port and 
reaches out to the north in a direct route 
toward Chicago will be able to develop to 
full growth. At present, under the se- 
verest discouragement, it has actually 
extended its rails only as far as Jackson, 
Tennessee. Its total mileage (including 
a branch of 23 miles from Beaumont to 
Hattiesburg under temporary lease to the 
Mississippi Central Railroad), is about 
463 and, in addition, it owns all the se- 
curities of the Meridian and Memphis 
Railroad Company, an important subsidi- 
ary of 33 miles. 

Like the Kansas City Southern, the 
Gulf, Mobile and Northern is a “straight 
gut,” without burdensome weak branches 
such as a well-known railroad magnate 
once described as “suckers” and not “feed- 
ers.” With the exception of about 50 
miles, the entire owned mileage is main 
line capable of forming part of through 
route between Chicago or St. Louis and 
the Gulf. 


History of the Road 


The original promoters of the present 
Gulf, Mobile and Northern had in view 
the linking of the two important Gulf 
ports, New Orleans and Mobile, with the 
great metropolis of the west. According, 
the first name assumed was the Gulf and 
Chicago Railroad. This was reorganized 
as the New Orleans, Chicago and Gulf 
Railroad in Decermber, 1909. In 1911 a 
joint control of the company was acquired 
by the ’Frisco and the Louisville and 
Nashville, but the "Frisco receivership in 
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1913 ended this friendly interest as well 
as the plans for development of the rail- 
road into a trunk-line system. The de- 
sire to have New Orleans as well as Mo- 
bile as a terminus led to a burdensome 
trackage agreement with the New Orleans 
and North Eastern between Hattiesburg 
and New Orleans (138 miles). At the 
same time, an extension was planned from 
Middleton, Tenn. (the northern terminus), 
to Jackson, Tenn., where junction could 
be had with the Mobile and Ohio, the 
Illinois Central and the Nashville, Chat- 
tanooga and St. Louis, all of which oper- 
ated north and south. Poor earnings, com- 
bined lack of credit and insufficient funds 
to carry out this extension resulted in 
another receivership in 1913 

At that time, although the company 
operated more than 350 miles of main 
line, about one-third of this was practi- 
cally without traffic, because of the ab- 
sence of an outlet for through freight 
north of New Albany, Mississippi. It was 
apparent, therefore, that a permanent re- 
organization could be accomplished only 
by making provision for the completion 
of the system from Middleton to Jack- 
son, a distance of 40 miles. 

Accordingly, the present company which 
took over the property under foreclosure 
on January 1, 1917, 


000 and was completed in 1919. The in- 
debtedness to the Government is slightly 
less than $2,000,000 secured by notes and 
pledge of new 6% bonds. There are 
still about $1,000,000 unissued bonds in 
the company’s treasury available as security 
for further loans drom banks or from the 
Government Revolving Fund. In August 
of last year, the company applied to the 
Interstate Commerce Commission for pet 
mission to purchase the Birmingham and 
Northwestern, a line of 49 miles extend 
ing from Jackson northwesterly to Dyers- 
burg on the [Illinois Central Railroad. 
This purchase, however, is to be effected 
through an issue of $300,000 of common 
stock, so that indebtedness will not be 
thereby increased. 
Traffic Competition 

Even with its Jackson extension com- 
pleted, the Gulf, Mobile and Ohio is still 
heavily handicaped in meeting competi- 
tion. Lacking a corporate relationship or 
alliance with a large railroad system and 
not backed up by strong financial inter- 
ests, it must struggle against strongly for- 
tified competition for a share of the lim- 
ited through traffic which passes along 
the Mississippi Valley route to and from 
the Gulf. In this alluvial region rail- 
roads can be easily and cheaply built, with 
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up this combination. At =— 
present the gap is bridged 

by three railroads, all of which are com- 
peting lines of the Gulf, Mobile and Ohio, 
so it is not likely that these will offer fa- 
vorable trackage terms to effect a linking 
up of a competitive trunk line. However, 
some unusual alliances occur in the rail 


road field, as witness the Nickel Plate- 
Chesapeake and Ohio combination. Be- 
sides, the all-powerful Interstate Com- 


merce Commission can apparently remove 
legal obstructions to consolidations when 
effected in the public interest. A section 
the Nashville, Chattanooga and St. 
Louis from Lexington, Tenn., to Paducah 
would make an excellent bridge to cover 
the gap between Chicago and Eastern Illi- 
nois and the present Gulf, Mobile and 
Northern. 


of 


Improved Earnings 


Perhaps the best basis for the rise 
of Gulf, Mobile and Northern shares 
is improved carning capacity. The 
company had hardly been reorganized 
when the Government took over its opera- 
tion. As has happened in the case of 
many of the independent and short-line 
railroads, Government operation meant 
Government neglect. Traffic was diverted 
to more favorable routes and physical up- 
keep was neglected. The return to pri 
vate operation followed but a short time 
after the completion of the Jackson ex- 
tension. 

The immediate effect of this extension 
traffic and revenue was pronounced. 


MARCIL 17, 


on 


1923 


for 


Freight traffic density increased from 
253,555 ton-miles per mile of road in 1919 
to 460,098 ton-miles in 1920 and to 484,031 
ton-miles in 1921. The average haul per 
ton of freight carried advanced from 92 
miles in 1919 to 136 in 1920 and 148 miles 
in 1921. 

This business improvement would ordi- 


1arily be reflected in increased net earn- 


ings. However, in order to put the lines 
1 proper physical shape following the 
Government period of deferred mainte 


lance, the expenditures for upkeep and 
repairs in 1920 were almost double the 
previous year’s outlay. This resulted in 


an operating deficit of almost $1,000,000, 
only part of which was met under the six 
months guaranty of the Transportation 
Act. 

During the last two years, however, not- 
withstanding the increased fixed charges 


arising from interest payment on loans 
irom the Government and from _ banks, 
the Gulf, Mobile and Northern, for the 


first time in its history is reporting actual 
earnings available for dividends. During 
1922 these earnings are estimated as equal 
to about 6% on the company’s $11,494,400 
€% cumulative Preferred stock 
years unpaid dividends have 
accumulated on these shares, and it may 


Two 
of already 
be assured that if earnings warrant, divi 
dends will be commenced in order to avoid 
deferred payments. The pre- 
ferred stock outstanding exceeds slightly 
the common shares and unlike some rail- 


excessive 


tinued A larger import 
movement through the 
Gulf ports of nitrates, foodstuffs and raw 
materials is also developing rapidly. 


Prospect for Preferred and Common 


Shareholders 
\lthough Mobile does not rank with 
Galveston and New Orleans as a port 


terminal it possesses advantages capabk 
of much greater development Among 
the Gulf, Mobile and Northern's most 
valuable assets zre its docks and terminal 
real estate at Mobile. Increased business 
and improved credit standing only ar 
lacking to obtain the full benefits of these 
advantages. Whether under the prevail 
ing severe competition of the mid-Conti 
nent Gulf lines, the Gulf, Mobile and 
Northern will succeed in realizing the am 
bition of its original promoters and be 
come a favorable through route from the 
middle western points to the Mexican 
Gulf, of course, is still a matter of specu 
lation. 

The advance in the market of its 
preferred stock from a low of 16 in 
1922 to a high of 62 recently is at least 
indicative that there is a growing faith 
in its future possibilities, and it may 
well be that the patience of the share- 
holders will be further rewarded. The 
common, of course, is still in the spec- 
ulative zone but should eventually’ 
yield profits if purchased at this stage 
of the market history though a great 
deal of patience may be required. 
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Car Loading’s as a Business Barometer 


A Valuable Guide to the Business Trend 


NNUMERABLE sstatistics have been 

employed with varying degrees of 

success for the purpose of ascertain- 
ing and charting the course of business. 
Among the more commonly accepted ba- 
rometers are figures representing the vol- 
ume of bank clearings, railroad earnings, 
car loadings, building construction, pig- 
iron production, foreign trade, bank loans 
and deposits, commercial failures, and 
commodity prices. All of those enume- 
rated are of value in determining what 
phase of the cycle business occupies at a 
given time, but the figures showing the 
number of cars of revenue freight loaded 
on our railroads, which are issued weekly 
by the Car Service Division of the Ameri- 
can Railway Association, are deserving of 
particular attention. They are given out 
very promptly so that their significance 
is not lost due to delays in their publica- 
tion as is unfortunately the case with 
many valuable compilations which are so 
tardy in making their appearance as to 
largely destroy their usefulness. 


A More Reliable Guide than Railroad 
Earnings 

Car loadings furnish one of the best 
indices to the prevailing state of business. 
The railroads are the arteries through 
which the nation’s commerce flows. The 
food raised on our farms is brought by 
rail to the city populations which con- 
sume it. All raw materials are trans- 
ported to the factories and mills in which 
they are to be fabricated into the finished 
product by our common carriers. The 
distribution of the completed merchandise 
to its ultimate destination in turn involves 
a shipment of freight. In fact, practi- 
cally all goods entering into either our 
domestic or foreign trade are at one 
time or another handled by the rail- 
roads, and consequently no better 
guide to the aggregate volume of bus- 
iness being transacted could exist 
than the car-loading figures, which 
measure the extent of this traffic. 

Both gross revenues and net earnings 


By JOSEPH M. GOLDSMITH 


of railroads have long been used in gaug- 
ing our industrial position. Although up 
to a few years ago they constituted an 
excellent barometer, the rapid changes in 
the level of railroad rates since 1917, and 
the still greater fluctuations in operating 
expenses have decreased their value for 
this purpose. 

A marked advance in gross revenues 
did not necessarily indicate an increase in 
the amount of traffic, for an equal vol- 
ume at higher rates would produce the 
same result. Similarly net earnings have 
in some years been negligible in spite of 
a record-breaking freight and passenger 
traffic, due to a disproportionate rise in 
the costs of rendering the service. Rev- 
enues and earnings show the financial 
condition of the railroad companies, but 
as a barometer of the activity of business 
as a whole, they cannot compare in accu- 
racy with car loadings. 

The chart appearing in connection with 
this article has been prepared in order 
to present graphically the course of car 
loadings over the past four years, and to 
demonstrate how closely, barring minor 
fluctuations or deviations ascribable to 
readily recognizable causes, the curve 
coincides with the actual course which in 
retrospect we know that business took. 
Its compilation calls for a few words 
of explanation. The number of cars of 
freight loaded is subject to very substan- 
tial seasonal variations. It is always 
heaviest in the late summer and autumn 
and lightest during the winter months. 
Because of this fact it is not practicable 
to plot in a continuous line the actual 
monthly figures, for they would not illus- 
trate clearly the ebb and flow of indus- 
trial activity. The seasonal fluctuations 
except under the closest scrutiny would 
obscure the cyclic trend. Consequently 
relative rather than actual figures have 
been used. The figure for any particular 
month has been computed by ascertaining 
the relation, in terms of a_ percentage, 
which it bears to the average loadings 
for that month over the four-year period. 
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In this way the influence of normal sea- 
sonal fluctuations has been entirely elimi- 
nated. 


Readjustment Following Armistice 


The economic history of the last four 
years is still fresh in the memory of all, 
but it seems desirable to review it in some 
detail in order to demonstrate that the 
various changes which occurred were 
simultaneously reflected by a_ similar 
movement in the number of cars of 
freight loaded. At the close of 1918, when 
the signing of the Armistice brought 
great rejoicing to nations engaged in the 
terrible conflict, the only unfortunate fea- 
ture was that. it necessitated a complete 
readjustment of industry. Many of our 
plants that had been supplying purely war 
demands were forced to close down. The 
shipyards, munition factories and others 
working on government contracts vir- 
tually suspended operations, resulting in 
millions of people being thrown out of 
work. In consequence, the community’s 
purchasing power declined considerably 
and automatically other lines of business 
were adversely affected and forced to cur- 
tail their production. 

There ensued the short period follow- 
ing the Armistice during which trade was 
very inactive. Reference to the accom- 
panying graph will show that there took 
place in the early part of 1919 an abrupt 
decline in car loadings, representing this 
period in which industry was being trans- 
formed from a war to a peace basis. 


Return of Apparent Prosperity 

This depression proved short-lived. In 
the spring of 1918 there commenced the 
extravagant post-war boom. Based on an 
entirely spurious foundation, it gathered 
speed in the latter part of that year and 
carried speculation, both in securities 
and commodities, to even greater heights 
than had characterized the war period it- 
self. The upturn, in the number of cars 
cf revenue freight loaded, which began 
in May, shows how quickly better busi- 
ness conditions are reflected by this index. 

Trade continued very brisk for the re- 
mainder of 1919 and for several months 
of the following year. By the early sum- 
mer of 1920 liquidation of commodities 
set in on a large scale, and brought indus- 
try down to levels which far exceeded in 
dullness the period immediately after the 
Armistice. Except during November and 
December of 1919, car loadings were well 
above normal throughout this boom which 
lasted a little over a year. 

The depression was to prove one of 
fairly long duration, but the complete 
liquidation which occurred in turn pre- 
saged a recovery based on sounder funda- 
mental conditions than existed at the out- 
set of the preceding revival. Business 
was once again deflated and established 
on a firm base. The depression did not 

(Please turn to page 958) 
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Rails Coming Into Their Own 


January Sets a New High Record for Car Loadings—Net 
Operating Income Contrasts Strikingly With a Year Ago 


AIL earnings for the first month of 
this year present a new and unique 
condition in the annals of railroad 
istory. Net operating results of many 
yads indicate annual earnings which in 
1any instances are in excess of the 54% 
eturn allowed by the amendment to the 
lransportation Act of 1920, which means 
hat if industrial and agricultura] condi- 
ions continue to improve there will be a 
ist of carriers that will have to divide 
xcess earnings with the Government. 
Many of the smaller roads’ that are over- 
apitalized will probably be in this class, 
arring any unfavorable turn in industry. 
The calculation of earnings in the ac- 
companying table makes full allowance for 
such a division. The estimates made must 
¢ discounted somewhat, however, as they 
are made on the basis of a one month per- 
ormance of unusual volume of traffic and 











CLASS I ROADS 
(000 omitted) 
*Month's normal 
Net oper. earnings to give 
income a 5.75% return 
February, 1922. oer. 770 65,100 
DE 4s00eev 3,511 75,000 
April soe7i 84,000 
Pt weescenes 61,980 84,500 
i ssesevees 76,5 93,000 
BE ccccseccee 69,239 99,200 
August ....... 52,579 109,400 
September .... 58,457 121,000 
October ...... 85,255 132,000 
November 105,000 109,000 
Decmeber . 95,000 92,300 
*January, 1923. 65,000 76,600 





* Estimated. 




















record car loadings for that time of the 
year. The writer has attempted to make 
allowance for these facts, but the net re- 
sults were so far in excess of any previous 
January, for so large a number of carriers, 
that there is no escaping estimates of un- 
usual proportions. 


Heavy Traffic Volume and the 
Outlook 


Volume of traffic continues heavy and 
car loadings for the first three weeks of 
February indicate another record month. 
With all industries working at increasing 
activity there is every reason to believe 
large earnings will be reported for some 
time to come. Results for last month will 
not equal the January showing, but should 
show a material improvement over the 
corresponding period of 1922 

The outlook for railroad earnings is 
brighter than ever. 

From analysis of the accompanying 
table showing railroad earnings, it will be 
noted that while the majority of the roads 
are reporting excellent operating condi- 
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tions, there is one group that is an excep- 
such as_ the 


tion and that is the coal carriers, 
Lehigh Valley, Delaware, 


Lackawanna & 


1 fact which is due to 
come to 


coal-carrying roads, z 
failure of these 
terms with the shopmen. 


roads to 








W estern, Delaware & Hudson and Erie. Generally speaking, however, the car- 
This, of course, 1s by no means a uniform riers are hauling a great amount of 
situation as among the coal carriers such freight, their operating expenditures are 
roads as Reading and Illinois Central being kept well in hand and the net result 
whose earnings are showing up very well. is to make for a higher net return, than 
Nevertheless, it 1s apparent that condi- many of them have been able to show 
tions are not yet normal with most of the for a number of years. 
ESTIMATED ANNUAL EARNINGS OF RAILROADS BASED 
ON THE FIRST MONTH OF 1923 
The following table is compiled on the actual average of the first month's net income to 
the total traffic year for the past ten years for each individual railroad. 
$ $ 
% Per Share Per Share 
°o a Charges on on 
Road eficit Earned Preferred Common 
BE, ccncdadcaseeccceeeseses § « cnseose 8 8 =—0s aaneeen 8 =——(Gis HD $19.00 
Atlantic Coast Line........ etn ~neee jo «se00es jj. eendece 19.40 
ES EE Gn cccosccetecoue 80 0ceseese 8 4=—seateeee 2 20——(iti CTO 19.80 
Buffalo, Rock. & Pahh...ccccewss coccese  cevcess - cvccces 14.00 
te eecceccens eséeens qj. seeness q.§ <¢eseses 6.45 
SGassiien. Gilad, & Glile......c0 cecsese §§ cvveces jj sevecsee 3.60 
Gombe 68 GE. Jecccccccccccccscce § seecece = cveceee § cvccese 4.00 
Chesapeake & Ohio......... ia en =—hS—i(<(i( i  h[CtéC 13.35 
Chicago & Alton........e2-e-cee  ceeeeee tenes $4.00 =n annnces 
Chicago & East Illinois.......... cseeess te eeeee tweeees 7.46 
Chicago Gt. Western.......... . aeee SS> se neeves 
Chicago, Mil. & St. Paul......... 0  cseeeee teens tee eee 1.80 
Chicago North Western.....-.--.  cceeeee  eeeeeee tee eees 4.20 
Chicago, R. I. & Pacific.......-.  cseeeee twee =) 86=S sf @ ene 
Chicago, St. Paul, Minn. & O..... 0  ceeeeee te eeeee teens 4.30 
Colorado & Southerm........0000 oo ceceese = eveeeee «swe eenes 2.90 
Delaware & Hudson...........++ OCGRGSR cccccce «= seecese = ceesece 
Delaware, Lackawanna & Western, ....--. sewers tweens 45 
SED kdndebesteasticaceseuntoses § seoveeer 80 se 2 28©=©S ese owen 
Gwent MerthetM.ccccccccccccccee cecccce j= cvevers —- 0 0=—is wanes 
Gulf, Mobile & Northern......... 0  cseecee tenner ewes 4.00 
eens Ce... cccnccccceeeste 4 eeeveee jq§. seesece qo. seseses 17.80 
Kansas City Southern...........  ceeeees ee eeees tenes 6.85 
Lehigh Valley. ........-ss++es00 CURSUR 8 =—Ssinwctese 8 8=—s seenese 8 =i 
Louisville & Nashville........2-+0 ceecsee —«_—weeeeee sw ee eee 20.00 
Minneapolis & St. Louis......... 9 «+++++- 1.15 
Minn., St. Paul & St. Ste Marie... .  Weeesee 15.00 
Missouri, Kansas & TexaS.....-+. 9 seseees 8 = ss ee bnnns R 
Missouri Pacific........+sseeeee0  seeeeee Gh 8 eesesee j§§€= sesnves 
New York Central.........++++. oc 0—“‘é«é WW 12.20 
N. Y.., Chicago & St. Louis.....  -----++ teeters tenes 12.35 
N. Y., N. H. & Hartford....... TURES sso ctnceece 8 = ss wteecee 8 =——iét ew we 
N. Y., Ontario & Western....... SORGRR «cccccce 8 =—«—s—vvesese 8 =—-——is owes - 
Norfolk & Western.....-.secee0+  teeeeee tt eweee 2.55 a6 
Northern Pacific.....cccsceessss  secesee — teeeree §  eeeeees 5.70 
Pennsylvania ........+++++++: 5  S6eesee qj. “eeeeee 44§§ s6éeées ‘6.90 
Pere Marquette.......-e0ceeee0+ teeeeee teeeeee tees 10.7 
Pittsburgh & W. Va.....-..+--- ~~  eiense j<«=hews . esesses 6.00 
Reading ...ccccccccsccsccecssese on weseses eeeeees 12.50 
*Seaboard Air Line..........- + »~§seneus "ID 8 =—sieweesee 8=——(is wee 
St. Louis, San Francisco......--- «+++: 15.05 
St. Louis Southwestern. ... 11.60 
Southern Pacific..........++-+> eee eesee 7.7 
Southern Railway........- ; : 7.70 
Texas & Pacific... BRBBR «se ceccccs = =—«—s— weesee 8 =——i“(ié ew cece 
Toledo, St. L & Western 26.00 
Union Packic....ccccccccccsscse ceccees  —«_seveeeree «sw ewes 11.50 
Virginian .....cccceceeecesen ie | eee  «. eeeanee 8 0s anise 9.00 
i te cee eneeieres 8 eeeneed 8 seeenee . t= 
*Western Maryland.......... + @ebeses  §§ e60enee = 6=—S—Ss«SwS 
Wheeling & Lake Erie........-.- GRVTD ———i‘ictecceve = =—s teecese )8=———i(i‘t cs ° 
*$50 par value. * After 5% on the common stock, all classes of stock share equally. 
® Without oil income and after capital adjustments. * Assuming that all of the outstandin 
preferred B is converted equally into preferred A and common stocks, * Only class of stoc 
outstanding. *On 7% first preferred. ‘ Excludes interest on adjustment income bonds. 
’ On the 6% 2nd preferred. 
* Figures are for 12 months of 1922. 
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What Convertible Bonds Offer 


Interesting Opportunities for Speculative Invest- 
ment in Convertibles—Some Recommendations 


ON VERTIBLE 


C 


bonds have re- 
cently been at- 
tracting considerable 





attention, which is 
due largely to the ac- 
tivity and strength in the stock market. 
A few issues have already advanced to 
quite high speculative levels due to the 
fact that stocks into which they are con- 
vertible have shown decided improvement 
in market position. There are still some 


By ALFRED MAYS 


larly in those that are well secured and 
which are not dependent for their invest- 
ment merit upon the privilege of con- 
version. 

Investment in convertible bonds necessi- 
tates somewhat more careful analysis than 
does the purchase of straight mortgage 
securities as the conversion feature adds 
a speculative element to the bond. There 
are, of course, many securities shown in 
the list accompanying this article in which 
the conversion feature is of no value, and 
there are many others in which this fea- 


case of some, the conversion privilege ha 
already expired and the bonds are now 
in fact, out of this class of securitic 
They are, however, listed on the table fc 
purposes of reference. 


Not only in the purchase but in th 
holding of convertible bonds should th 
investor use extreme caution. He shoul 
also watch carefully the stock into whic! 


the bond is convertible as the bond is apt 


to get into the speculative class by th 
advance of the stock. In that case it 


often better to exercise the conversior 





















attractive opportunities tor investors in 
this class of securities, however, particu- ture is of quite doubtful value. In the (Please turn to page 948) 
CONVERTIBLE BOND ISSUES 
Security Int. Due Yield 

RAILROADS: Rate Date Price (%) Conversion Feature 
Atch., Top. & Santa Fé Conv. (1999). . 4 1955 77% 5.77 Conversion privilege expired 
Atch., Top. & Santa Fé Conv. (1910).. 4 1960 10236 3.85 Until June 1, 1923, into common at par. | 
Baltimore & Ohio Conv. Deb......... 4% 1933 80 7.49 Expired February 28, 1923. | 
Chesapeake & Ohio Conv...... 4'. 1930 86° 6.96 Expired February 1, 1920. 
Chesapeake & Ohio Secured...... as 5 1946 92'% 5.51 To April 1, 1923 into stock at $80; 1923-1926, $90; 1926-1936, $100. 
c ae. & Ot, Pant Gone. B........cccce 5 2014 6S! 7.29 Common at par until February 1, 1926. 

Delaware & Hudson Conv. ; 5 1935 9414 5.63 Until October 1, 1927, $1,500 bonds for 10 shares stock. 
PG TR savdcaswanses 4 1953 48. 8.99 Expired April 1, 1915. 

Erie Conv. B ...... 4 1953 50 8.75 Expired October 1, 1917. 

Erie Conv. D ...... . 4 1953 51 8.55 Until October 1, 1927, into common at $50. 

N. Y. Central Conv. Deb............. 6 1935 1034 5.65 Until May 1, 1925, into stock at $105 per share. 

New Haven Conv. Deb... 3'4 1956 43 8.77 Expired. 

New Haven Conv. Deb.... 6 1948 68 9.30 Into common at par. 

Norfolk & Western Conv... 6 1929 115 3.52 Into common at par. 

me. Peetee Come. DGD. .0..cccccccccee 4 1929 91 5.58 Expired June 1, 1919. 

i SD cncseciecueeae 5 1934 102 4.72 Until June 1, 1924, into common at par. 

PUBLIC UTILITY: 
Amer. Tel. & Tel. Conv... ais 4'4 1933 101 4.38 Until March 1, 1925, into common at $120. } 
ee Oe Ecc ccccccecses 6 1925 115! i aia Into common par for par plus $6 per share. | 
Dm. BR. FT Bet Bek, Comv....cccse a 4 002 65! Default Expired July 1, 1914. 

Bklyn. Union Gas Conv. Deb...... J 7 1932 116 4.87 After November 1, 1924, par for par into common. 

Duquesne Light Conv. Deb...... wane 7% 1936 107% 6.99 Until July 1, 1934, into 8% preferred. 

Kings Co. Electric Conv. Deb 6 1925 105% 6.47 At par into common. 

Standard Gas & Electric Conv........ 6 1926 99 6.27 Into preferred at 110. 

INDUSTRIAL: 

Amer. Agri. Chem. Ist Conv......... 5 1928 99! 5.11 At par into 6% preferred. 

Atlas Powder Conv............ . 74 1936 10534 6.85 At $125 into common stock. 

Barnsdall Corp. S. F. Conv.......... 8 1931 10234 7.57 At $40 into capital stock, Class B. 

Cerro de Pasco Copper Conv 8 1931 145 3.25 At 30 shares for each $1,000 bond. 

Chile Copper Conv. Coll..... ee 7 1923 113! eee At par ($25 a share) into common stock. 

Chile Copper Conv. Coll. A... oer 6 1932 103 '4 5.54 At $35 a share into common stock. 

Cuba Cane Sugar 10-Yr. Conv. Deb... 7 1930 90'¢ 8.92 Into common (no par value) at $45.8823 a share. 

Cuba Cane Sugar 10-Yr. Conv. Deb... 8 1930 9456 9.02 Into common (no par value) at $45.8823 a share. 

Elk Horn Coal Mtge. Conv........... 6 1925 99% 6.36 Any time at par into common stock. 

Granby Cons. M. S. & P. Conv. A.... 6 1928 92 7.58 At par ($100) into capital stock. 

Granby Consolidated Conv. Deb...... 8 1925 98: 8.80 At par ($100) into ordinary shares for $55 in bonds. 
Gray & Davis Ist Conv... tae 7 1932 98! 7.24 At par for bonds, and $20 to $30 for stock 1924 to maturity. 
CE ee ee 8 1926 116 6.13 At $33%%4 a share into common stock. 

PD GE I  ocsccccccccceecs s 1931 110 6.51 At $30 into cap. stk. Ist yr., increasing $1 per sh. each yr. to mat'ty. 
Kinney Co. Sec. Conv. : 7% 1936 101 7.39 At par into 8° cumulative preferred. 

Magma Copper Conv 7 1932 118! 4:57 At 15 shares common for each $500 bond. 

Mex. Pet. Deb. Conv 8 1936 107% 7.16 At $80.852 into Class B common of American Pet. & Trans. Co. 
Midvale Steel Conv. Coll............. 5 1936 88". 6.30 At 10 shares capital stock for each $1,000 bond. 

N. Y. Air Brake Ist Conv............ 6 1928 102 5.51 Expired July Ist, 1914. 

Pan-American Pet. & Trans......... 7 1930 102 6.60 At $145 a share into Class B common. 

Punta Alegre Sugar Deb....... he aie 7 1937 112% 5.74 At 1.8 shares stock for each $100 of debentures. 

_ ~“ | = eee 6 1925 100'4 5.99 At $100 in common stock for $160 in bonds. 
ana nein sa 6 60 , ; 8 1941 111 6.93 At $110 a share into common stock. 

U. S. Smelting & Ref....... cecedete 6 1926 100 6.00 At $75 in notes for each share of $50 common. 

Wir. Car. Ghemaledh Dab. ...c..ccccces 6 1924 100 6.00 At $110 into preferred. 

Vir. Car. Chemical Deb. A... son 7% 1937 93 8.32 At $35 per share of common stock. 

ET cnt kbbkwneweeeeetceseea 6 1928 95! 6.92 At 10 shares of common for each $1,000 bond. 

2 , rere ree 7% 1981 103 6.96 At 20 shares of common for each $1,000 bond. 
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Have Bonds Passed their Peak? 


Money Rates a Guide to Bond Movements — What the In- 
vestor Should Know—Groups That Are in the Best Position 


URING the past six months, a pe- 
riod in which marked speculation 


has been in evidence, and in which 
siness has been steadily improving, the 
nd market has been facing the possi- 
lity of an advance in moncy rates. Even 
best-informed students of economic 
nditions, however, have not been able 
to determine how close we have been at 
aly particular time to such a possibility. 

Conditions in the past year and a half 

ve been quite unprecedented. This 
country has enjoyed the largest supply of 
gold that any one country has 
handled. We were developing a decidedly 
good business, but it was a business fa- 
thered by our own requirements and not 

any great demand from our export 
ude. Many economic experts were of 

e opinion that we would 
really prolonged improvement in business 

mditions until the European situation 
was settled, and foreign countries com- 
menced replenishing their supplies from 

ir production of raw and manufactured 
products. 

However that may be, during this pe- 
riod of expansion, there have been two 
istinct movements in the money market 
One has been the release of loanable 
unds as a result of funding operations 
urried on by large corporations. The 
ther has been the increase in demand for 
ank loans on the part of corporations 
vhose business has shown a material im- 
rovement . These two factors up to the 
eginning of 1923, had more or less offset 
ach other. 

At the present time, however, a major 
iortion of the refunding of bank loans has 
een accomplished, and, therefore, the in- 
creased demands for current  require- 
ments for funds on the part of manu- 
acturers is beginning to be felt by the 
anking institutions of the country. This 
resulted recently in the advance in the 
ediscount rate in New York and Boston 
to 4%4%. An indication of this increased 
lemand is the fact that reporting mem- 
er banks of the Federal Reserve System 
how an increase in commercial loans and 
liscounts between January Ist and Feb- 
uary 14th of approximately $226,000,- 
00. The action of the New York Fed- 
ral Bank was undoubtedly due to the in- 
‘reased demand for funds, but it was also 
actuated by a desire on the part of the 
hank to forestall inflation in commodities 
und securities which might result from 
exceptionally favorable .reports being re- 
ceived from all parts of the country as 
to the trend of business conditions. 

A Clue to Future Conditions 

The action of the Federal Reserve 
Board, however, is one that is of the 
utmost importance to investors, as it 
is a plain indication that the tendency 
of the money market is toward firm- 
ness. This is significant, of course, as 
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By THOMAS B. PRATT 


Lond prices, it is well known, are deter- 
mined to a large extent upon the course 
of the money market. Another factor o 
importance is the course of com- 
these two 
is easily ex- 


great 
modity prices. The effect of 
markets upon bond prices 
plained. The banks and large financial 
institutions of the country, such as in- 
surance companies, are heavy buyers of 
investment securities. They are also close 
students of economic conditions They 
buy bonds when money is plentiful and 
when the income from such investments 
is larger than may be obtained in the 
money market. When the situation 
changes, however, and money 
tight, they are generally sellers 
of bonds, or at least a portion of their 
holdings, and their funds tempo- 
rarily in short-term securities When 
money tightens they are ready to suppl) 
the needs of commerce. In time of tight 
money, therefore, the largest bond buyers 
of the country are not buyers to the same 
extent as they are at the time of low 
They are, as a fact, sellers 


begins to 


become 


place 


money rates. 
Commodity prices also have an impor 
tant bearing upon bond prices, in that in 
vestment securities bear a fixed rat 
income. As commodity prices 
the purchasing power of a fixed rate ot 
income decreases and a continued ad- 
vance in commodity prices almost in- 
variably results in a decline in bond 
prices, and a consequent higher yield to 
offset the advance in the cost of living 


advance 


What has been said previously is more 
or less in the nature of an explanation ol 
a movement which has been gradually 
going on in this country in the past few 
months. It does not mean that the bond 
market is now in a position in which a 
material decline may be expected. On the 
contrary, the market is in a stabilized con 
dition and it is quite likely to remain at 
near its present level for sometime to 
come. The credit resources of this coun 
try are by no means exhausted, and as 
long as: this remains the case, bond values 
as a whole are not likely to deteriorat 
rapidly. The improvement in_ business 
that has taken place has_ necessarily 
brought about a demand for current funds 
on the part of manufacturers, but thers 
are other factors in the situation which 
will have a tendency to hold back any 
precipitate advance in money rates or any 


great degree of inflation in commodity 
prices 

It must be remembered, in consider 
ing the present business situation, that th 
productive capacity of this nation’s busi 
ness is considerably in excess of its vol 


ume of consumption. One of the pres 
ent factors in the increase in business that 
has taken place is that during the period 
of depression the available supply of prac 
tically all raw materials was used up 
The volume of production in that period 
was exceptionally small as compared with 
Even at the present time 

ordering ahead im any 


the capacity. 
buyers are not 
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TTENTION is called to 
the new form of Bond 
Buyers’ Guide appearing on 
this page. - We believe that 
owing to the changes now tak- 
ing place in the bond market, 
this Guide will prove of great 
practical value. Long-term 
bonds of low yield have been 
completely eliminated and in 
their place have been substi- 
tuted short-term issues and 
both callable and non-callable 
issues that are still obtainable 
at reasonably low prices. 














buyers are not ordering ahead in any 
great quantities. Business to a consid- 
erable extent is still on a hand-to-mouth 
process, relatively speaking, and will re- 
main so until there is a decided improve- 
ment in the foreign situation. If there 
develops a buying power in Europe and 
other parts of the world prior to the time 
when the production of goods in this 
country has caught up with our current 
demands, then there will undoubtedly de- 
velop an extensive business boom which 
will bring with it inflation, higher money 
rates, speculation, and all the ills incident 
thereto. 

In the meantime, however, we may look 
for a reasonably stable money market 
with the tendency of money rates in a 
slightly higher direction. This movement 
will undoubtedly stop the advance of the 
higher-grade investment securities, which 
should stay at near their present levels 
for sometime to come, and then if money 
becomes much firmer should decline to a 
slightly lower level. On the other hand, 
there will undoubtedly be further ad- 
vances in certain of the more speculative 
issues which have not as yet reflected im- 
proved business conditions in the indus- 
try they represent, or in the particular 
companies upon which they are a mort- 
gage. There should also be a decided 
advance in certain convertible issues in 
which the conversion feature is likely to 
prove profitable as a result of better earn- 
ings of the issuing companies. 

In closing it might be well to repeat 
that prices in the bond market insofar as 
the highest-grade issues are concerned, 
have about reached their highest level; 
that there is likely to be a further advance 
in speculative issues and in particular 
groups such as public utilities and certain 
classes of industrials; and that there may 
be decided advances in the yet more spec- 
ulative issues that have still to reflect im- 
provement in business conditions. 

The time has come, however, when 
investors should watch the trend of 
business conditions more carefully 
than they have at any time during the 
past year and a half. The first turn 
in the cycle is not far off, and that 
turn is represented by the culmination 
of the upward movement in bond 
prices and the beginning of firmness 
in the money market. 
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BOND BUYERS’ GUIDE 
HIGH GRADE 
(For Income Only) Apx. 

Non-Callable Bonds: Price 
Delaware & Hudson 7s, 1930............. coccccccoelD.ces BD 
Canadian Northern Debenture GGG, Bees ccccceseces ccs oe 
ee Se CON, UE ML, 0. ncenacenecescoces i.cco Ee 
New York Central Rfid. and Imp. 5s, 2013............ (a).... T9644 
Western Union Telegraph Co. 6's, 1986........... (b).... 108% 
New York Edison Co. 6%s, 1941.......... eeeesesces (b).... $110 
Bush Terminal Buildings 5s, 1960..... ecscccsceocecs om 89 

Callable Bonds: 
Armour & Co. of Del. Ast 5348, 1048... .ccccccccces ee. «6S 
Armour & Co. Real Estate 4%s, 1989........ eeseeen 86 
Canadian General Electric deb. 6s, 1948............ scus Se 
Duquesne Light Co. 6s, 1941........... seatonnwesnd (b).... 108% 
Philadelphia Company 6s, 1944..... penenenecenes niatiitaxee ae 

Short-Term Bonds: 
2 & O., Pitts. J. & M. Div. Ist mtg. 3%s, os bontes (b).... 92% 

& O., Southwest Div. Ist mt p See 1925 ae eee 





a & Roanoke Ist 5s, 1926... 
Southern Pacific conv. 4s, 1929... 
Union Pacific conv. 4s, 1927. 





Dominion of Canada Internal 5°48, 1927. kad seen 
Bell Telephone Company of Canada 5s, tener ee 
Aluminum Company of America 7s, 1925............ eo 
Central Leather Co. Tet Ga, 2088.......ccccccccceces ” 
Sinclair Crude Oil Purchasing 514s, 1926............ {Edo cee 
Columbia Gas & Electric Co. Ist 5s, 1987...........- Panes 
MIDDLE GRADE 
(For Income and Profit) 

Railroads: 
Baltimore & Ohio Ist mtg. 4s, 1948.. o< ff. 
Chesapeake & Ohio conv. 5s, 1946. ss se<e 
Cuba RR i Gk, Ue 6.445600460000000060 anaes 
Chicago & ‘Eastern Illinois Gen. Ge, Beeee cc ceccccess Oe 
Kansas ‘City Southern Rfd. and Imp. 5s, _ acveenees (8). eve 

Missouri, Kansas & Texas Prior Lien 5s........... CS) ce 
inneapolis, St. Paul & Sault Ste. — Sis. a | ee 

oe Pacific Ist and Rfd. 6s, 1949.............-. BP ccce 

O. & N. E. Rfd. and Imp. 4's, es 606656086060 s 00 
St L. & S. F. Prior Lien 4s, 1950....... coccccceces(O)e ces 
Western Pacific Ist 5s, 1946...........+ ewoccccccces (Bocce 

Industrials: 
Anaconda Copper Mining Co. Ist 6s, 1953...... ee he 


Computing Tabulating Recordin, 
Goodyear Tire & Rubber Co. 8s, 





B. F. Goodrich Ist 6's, 1047............. eseeceece CO). 000 
International Mercantile Marine > BOEB. cccce peeanes a 
Sinclair First Lien and Col. 7s, 1987............-0++- a 
South Porto Rico Ist Mtg. and Cal Tl Bese sceces 
ly ty NE OO, Ho 4 00 00.65000406600065006600000~< 
Virginia-Carolina Chemical Ist 7s, 1947.. 
Wilson & Co. Ist 6s, 1941.............. 
Public Utilities: 
Dominion Power & Transmission Ist 5s, 1932........ fa)... 
Denver Gas & Elec. Ist and Rfd. 5s, 1951............ (a) 
Havana Elec. Ry. Light & vow GR, Bee ee cccccccees (a). 
Northern States Power 5s, 1041...........essseeee0: gb). 
Pacific Gas & Elec. Genl. ay Ria. Ph, Miiniconeenes 
Public Service Corporation of N. J. 6s, 1969......... ee 
Utah Power & Light 5s, 1944............cceseeeees (a). 
SN TU GD GR, Bese ceca mccccccssccconceocs | 
American Works & Elect. Corp. Col. 5s, 1984......... ao 
SPECULATIVE 
(For Income and Profit) 
Railroads: 

Carolina, Clinchfield & Ohio Ist Mtg. 5s, 1938........ (c). 
Chicago Great Western Ist 4s, 1950............005+- (a). 
Erie ME, BOO GR, Bee ccccccccccececesescececces ae 
Chicago, Milwaukee & St. = conv. 6s, 2014........ (c).. 
Iowa Central Ist Mtg. 5s, 1988...........eecseeeees (a).cec 
Missouri Pacific Genl. Mtg. —_ er Seb 

Missouri. Kansas & Texas Adj. Mtg. 6s, 1967...... Bipaces 

t. Louis & San Francisco Adj. Mtg. 6s, 1055........ (a). 


Rock Island, Louisiana & Arkansas Ist 44s, 1934....(b).. ne 


Southern Railway Genl. Mtg. 4s, 1056 


Western Maryland Ist Mtg. 4s, 1952..... peseceteces ea 


Industrials : 


American Writing Paper Co. 6s, 1989........+++0++-(a).-+- 


American Cotton Oil Co. 5s, 1981..... Seemeeseceqes ee 
Cuba Cane Sugar 7s, 1930............ ecccccccececes ” 
Chile Copper Co. 6s, 1982.......... Coerceneccevecees iesens 
Public Utilities: 
Hudson & Manhattan Rfd. 5s, 1957........--0++055:  —— 
Interboro Rapid Transit 5s, 1966. ........eeeeeee- 
Third Avenue Railway Rfd. 4s, he adie ae 
Virginia Railway & Power 5s, 1984..............+.. 


fe 1044.........(b).... 
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, This represents the number of times interest on the companies’ entire outstanding 
oneek debt was earned, based on earnings during the last five years. Interest on this issue 


t Callable in 1951. 


was fully covered. 


* Principal and interest guaranteed by Dominion of Canada. 


t Callable in 1936. 
(a) Lowest denom., $1,000. 
(d) Lowest denom., $50. 


(b) Lowest denom., $500. 
g When issued. 


(c) Lowest denom., $100. 
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ew Deal for Shipping Vital 


Unsatisfactory Financial Position of Shipping Companies—Relief Essential 








S indicated by the accompanying 
graph, United States shipping has 
experienced the slightest recovery 
that of any of the principal maritime 

tions during the period January 1922- 
January 1923. Before the Ship Subsidy 

was finally killed several weeks ago, 
me hope had been entertained that 
through the then hoped-for Governmental 
id, our shipping might be placed on a 
asis where it could compete more or less 
profitably with the shipping of other more 
advantageously placed nations. This hope 
1as now unfortunately been completely 
dissipated, rendering the position of the 
American industry entirely uncertain, if 
ot dangerous. 

On the present operating basis, Ameri- 
can shipping cannot hope to compete on 
advantageous terms with British, French, 
Italian or Japanese shipping, and with 
Germany rapidly regaining shipping 
strength, the outlook for our industry has 
become exceedingly unfavorable. One re- 
flection of this may be seen from the 
action of the securities markets which 
during the past few months have prac- 
tically ignored the general run of ship- 
ping securities. In fact, even such issues 
as shipping bonds have failed to partici- 
pate in the upward movemert of most 
classes of securities. This is an unfailing 
indication of the general disfavor into 
which shipping securities have fallen. 

Two factors, principally, are combin- 
ing to render the position of American 
shipping unsatisfactory from a_ profit- 
making viewpoint. One is the high cost 
of American seamen’s wages—which are 
the highest in the world—and the second 

the great handicap placed on shipping 
companies through the operation of the 
la Follette Seamen’s Act, through virtue 
of which, American shipping companies 
«re compelled to carry on with large and 
expensive staffs, no matter whether busi- 
ness is good or not. On a high freight- 


By C. L. CHARLTON 


rate basis, the La Follette Act might not 
have proved an excessively heavy burden 
but on the present basis of exceptionally 
low ocean rates, it is obvious that the 
high-cost American vessels are utterly in- 
capable of profitably competing with such 
low-cost shipping as that of the Japa- 

British, and, in fact, all Continen- 
tal nations. This, of course, has had the 
effect of driving American shipping off 
the In fact, many of our smaller 
private companies have been forced into 
receivership last year. 

While it is clear that private companies, 
under present conditions, are in no way in 
a position to make anything but an amount 
possibly sufficient to cover expenditures 
(and many are not doing that well) the 
position ot operators of Shipping Board 
vessels is not so clear. As is known, such 
operators receive what amounts to a sub- 
sidy from the Board. Whether or not 
this subvention will be continued depends 
naturally on future Government policy 
In view, however, of the fact that the 
Ship Subsidy bill has failed to pass, it is 
considered a question whether the Ship- 
ping Board will be permitted to operate 


nese, 


seas. 


on the present basis very much longer. 
In that event, with operators possibly 
being left to shift for themselves and 


thereby being placed in a position similar 
to that of private owners, the outlook of 
the entire industry becomes dubious, in- 
deed. 

One road of relief is offered in possible 
action with regard to abrogating or at 
least amending the present onerous re- 
strictions of the La Follette Act. It is 
apparent that if operators are left free to 
decide their own working conditions and 
wages, they may be able to effect some 
compromise with seamen’s unions which 
would permit them to make a_ better 
showing than they are now able to do. 
Certainly, without such relief it is diffi- 
cult to see how most of the Ameri- 


can ship owners are going to be able to 
carry on. 

A significant effect of the present un- 
certain conditions, is the averseness which 
bankers demonstrate with regard to ex- 
tending credits to shipping companies. 
This one factor alone will probably drive 
a number of concerns out of business dur- 
ing the present year. Further, such con- 
cerns have no outlet in long-term financ- 
ing as it is doubtful that American in- 
vestors could be persuaded to take even 
preferred securities in this industry, so 
long as profits remain so uncertain as 
they are. Certainly, if this is true of pre- 
ferred issues, it is obvious that no hope 
exists for the possibility of financing on 
a stock basis. Failure of the Ship Sub- 
sidy, therefore, virtually closes the possi- 
bility of securing banking aid 

Some improvement in world trade is 
noted but this is not likely to aid Ameri- 
can shipping to a great extent as the vol- 
ume of our idle shipping is still great 
enough to exert a depressing effect on 
freight rates. It is also to be expected 
that even if world trade should continue 
to increase, the bulk of the increase would 
go to foreign shipping and not to Ameri 


can. This has already been indicated in 
statistics regarding British and other 
Continental shipping which has _ been 


growing more active during the past few 
months, while no corresponding improve- 


ment has been noted in American ship- 
ping. 

It is significant that shipping remains 
the only important American industry 


which has thus far been unable to reflect 
the generally improving industrial situa- 
tion. As stated, the defect is one of ad- 
verse legislation rather than of lack of 
trade, but in view of the evident reluc- 
tance of Congress to extend aid of a prac- 
tical nature to this industry, it is difficult 
to see what there is to impede its steady 
deterioration. 
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Business Boom in Full Swing 


Production Reaching High Levels — Prices 
Move Upward—Credit and Money Conditions 


HE boom in business which a month 

ago was seemingly in little more 

than an incipient condition, may now 
be said to have reached a fully-fledged 
stage in its career. The fact that it exists 
in this advanced form is amply testified 
by both financial and industrial authorities. 
Large forward orders, which were be- 
ginning to be received soon after the open- 
ing of January, have continued in a steady 
flow, and are now reaching a high level, 
so that business houses have begun making 
arrangements to finance their operations 
with a view to manufacturing ahead on 
future orders. This has led bankers to 
raise the old question of cancellaticn in 
some lines, but there is no shortage of 
funds for use by all legitimate enter- 
prises which can definitely show orders 
from reliable customers against which 
they wish to manufacture. 

The demand for steel and iron has con- 
tinued unabated with unfilled orders of 
the U. S. Steel Corporation moving up 
to a higher level, the latest figure be'‘ng 
68 million tons. At the same time, the 
steel ingot output has largely increased, 
demand remaining stable in well estab- 
lished lines and increasing in some of the 
more speculative lines such as oil drilling. 

Pig iron output has continued to move 
upward, in response to the very heavy de- 
mands of manufacturing industries of all 
classes. At some plants, output of steel 
and iron is now very close to capacity, 
and it is probable that not for a good 
while has there been as high a level of 
employment as prevails today, practically 
throughout the iron and steel industry of 
the country. Very heavy demand for iron 


By H. PARKER WILLIS 


The roads with their decidedly better 
earnings as illustrated by the returns for 
January 1923, are doing nearly twice as 
well as they did a year ago from the net 
earnings standpoint, and they are increas- 
ing their equipment orders correspond- 
ingly, due to the fact that their outfit of 
cars has deteriorated so seriously within 
the past two or three years without any 
corresponding betterment of adequate 
restoration to cover depreciation. These 
orders are expected to grow larger as the 
season progresses, and of course tend to 
reflect themselves in the steel industry, 
because of the need for that material as 
a fundamental basis of manufacture in 
equipment production. 

The building trades, which had 
parently suffered somewhat of a setback 
in the autumn, have taken on a new ac- 
tivity, as shown by contracts let and also 
by actual construction. Taking all these 
factors together, there is ground for be- 
lieving that the season now opening will 
be an unusually active one in the steel and 
iron industry. It is, therefore, to be ex- 
pected that that basis for “prosperity” 
which is so often found in steel and iron 
will be abundantly present during the 
coming season. 

Other lines of manufacture have been, 
during the past month, showing a revival 
that was quite as pronounced as that of 
the steel industry. Particularly has this 
been true in essential materials such as 
lumber, cement and others used in build- 


ap- 


ing, while it has also been manifested 
in branches of the metal market hereto- 
fore comparatively quiet. Conspicuous, 


among these, has heen the copper trade 





and steel is now coming from automobile which for a long time has suffered the 
makers, from the oil industry and from effects of post-war depression. Active 
railways. revival in the price of copper during 
the past few 

ee rs | weeks has now 
been reflected in 

CEMENT copper shares, so 

that the increases 
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low point of 1921 compared with Normal Production. 
When January figures are not available those for 


of activity in 
building industries 
tend to produce an 
immediate reflex 
influence upon cop- 
per stocks which 
have in most: cases 
turned distinctly 
upward during re- 
cent 
the Exchange. 
According to the 
Department of 
Commerce, the 
output of a num- 
ber of fundamen- 
January, and the tal 


sessions of 


industries, in- 
cluding some tex- 
tiles, building 





ma- 


terials and a va- 
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riety of others, was as large or larger i 
January than at any time on record, tx 
output being fully up to or above the pe xk 





level of 1920. This situation has sufficed 
to reassure those who expected that prices 
of stocks would tot advance, because tlx 
business was practically at 


volume of 


maximum. The volume has gained a 
number of points since that time, and 
bids fair to gain somewhat further 


although it should be recognized that t 
level is already so high as to precluck 
very decided advances due simply to 
larger turnover of output. 


Inevitable Price Increase 


In these circumstances, it was prac 
cally inevitable that price increases shou 
again manifest themselves. During t! 
past month, the general price level h 
advanced considerably. The wholesa 
price index of the Bureau of Lal 


, Statistics, it wil! be remembered, shows 


the same average level of prices in Jam 
ary as in November and December at 15 
During the past month, several basic con 
modities have reached new high levels f: 


the current movement, including coppx 
and pig iron, lumber and rubber, an 
hides, silk and wool. 3radstreet’s pric: 


index shows the effect of these gains i 
a continued upward movement as show: 
in the graph herewith submitted. Com 
parative figures for prices in Great Britain 
and in the United States (as also show: 
herewith in a separate diagram) indicat 
the upward movement of values in this 
country as compared with those in Great 
Britain, a fact which is currently referred 
to in British discussion of American con 
ditions as a “depreciation” of the dollar 
The upward movement of prices naturally 
furnishes some cause for anxiety on the 
part of those who believe that higher 
price levels are likely to defeat themselves 
eventually, causing a shrinkage of buying 
power and hence recession in business. 
There is, therefore, an increasing desire 
on the part of the banking community to 
put on the brakes, so far as practicable, 
by refusing accommodation that is 
viously intended for speculative purposes. 


ob- 


Advance in Discount Rates 
This attitude on the part of bankers is 
seen in the steadily rising level of 
of interest and discount. So f 


rates 
far as 
relates to the speculative market, the ten- 
dency is reflected in the line representing 
time money as shown in the accompanying 
diagram, while commercial paper, as may 
also be observed, is likewise pointing up 
ward. Both time funds and. commercial 
paper are fairly stable at 5% or slightly 
better, while call funds are more normally 
to be found around 5%4% than 5%. 
It is this condition of affairs that 
(Please turn to page 946) 
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THE TREND OF MANUFACTURE, TRADE AND COMMERCE 
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~ First Lesson 


Turning the Manipulator’s Rule Inside Out 


N inaugurating this new School for 
I Traders and Investors, THE Maca- 

ZINE OF WALL Street, as_ school- 
master, does not propose to begin with a 
collection of platitudes on how to make 
money in stocks and bonds, because we 
have observed that few have ever made 
money by following threadbare rules, 
handed down from one Wall Street gener- 
ation to another. Rather do we present 
some practical illustrations as to how the 
thing is done, together with a careful se- 
lection from available material of those 
distinctive points that are especially adapt- 
able to the character of one’s individual 
requirements. 

To become a successful trader one must 
evolve his own method and follow it 
closely. The first step, therefore, is 
to survey the field and locate those points 
which may be absorbed as integral parts 
of the method one proposes to build. 

We frequently hear the expression: 
“The Wall Street Game.” Consider it 
more of an art, or a science; but those 
who wish to regard it as a game should 
remember that one seldom plays a game 
by himself. He has one or more oppo- 
nents. In the stock market his opponents 
are, as a rule, far more skilled than he 
is; but assuming that he has only one, 
of such ability as to match, but not to 
exceed his own, he must begin as in check- 
ers, chess, bridge, or any other—he must 
study the game the other fellow is play- 
ing. 

Now, assume that your opponent be the 
person in absolute control of the market; 
or if that is too much a stretch of the 
imagination, assume that he is the one 
who is market-handling the particular 
stock in which you wish to trade. If it’ 
were possible for you to know what he 
intends to do with the stock, you assume 
that you could make money. You would 
know when to buy, when to sell and when 
to buy back, and so on. But the fact is 
your opponent does not know just when 
he is going to do these things himself. 
His handling of the stock depends upon 
many conditions, the majority of which 
he does not know. He may hold the opin- 
ion that the trend of the market is up- 
ward and as he has a favorable position, 
he may roughly outline his plans in ac- 
cordance with what he is endeavoring to 
do; but he cannot tell from one hour to 
the next when he will be obliged to 
change these plans. Nevertheless, certain 
indications can scarcely be concealed and 
these give the experienced trader an op- 
portunity to judge what is in the mind 
of the man behind the scenes. 

Rarely is it that this mysterious per- 
sonality, or those who are generally re- 
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ferred to as “they” (representing the in- 
terests who dominate the market), or the 
particular group or operator who looks 
after the market affairs of a certain stock 
or stocks—rarely it is that any one of 
this class openly confesses how he does 
it. But in looking over the Saturday Eve- 
ning Post for February 24th, 1923, we 
find Edwin LeFevre again interviewing 
one Lawrence Livingston, so called, whom 
everyone familiar with Wall Street af- 
fairs recognizes as a well-known operator. 
Whatever LeFevre’s purpose in thinly 
veiling the name of his hero, we cannot 
say; hence, we will not reveal his iden- 
tity to those who fail to recognize it. We 
will say, however, that not long ago we 
told Mr. So-Called Livingston that this 
was the best thing he had ever done, for 
he had thereby shown the public the 
strong and weak points of the business 
of operating in stocks, besides clearing up 
a lot of misconceptions about himself, 
Wall Street in general, and the stock mar- 
ket in particular. 

Every student in our School should, 
therefore, provide himself with a nickel’s 
worth of Saturday Evening Post of the 
aforesaid date, in order that he may for 
once see how the other fellow plays the 
game, and as soon as the scholars have 
this essay of Livingston’s spread before 
them, we will proceed to examine it. 

Let us begin by disposing of the dis- 
cussion of manipulation; manipulators; 
who they were; what manipulation 
means; because we are not so concerned 
with definitions as we are with results 
that may be attained by a study of the 
subject. 

Livingston says that the object of manip- 
ulation is usually to develop marketabil- 
ity in a stock, so that the operator may 
dispose of substantial quantities of it 
when he so desires; that is, he aims to 
create a broad market on which he can 
sell; but for our purpose, so long as we 
are in the primary grade of our teaching, 
we will regard manipulation from the fol- 
lowing aspects: (1) It is undertaken for 
the purpose of inducing the public to buy 
when the operator wishes to sell, and sell 
when the operator desires to accumulate 
stocks. (2) It is employed in the mark- 
ing-up or marking-down stage of a stock- 
market movement. (3) It is frequently 
used to prevent activity in a stock; to dis- 
courage trading in order to prepare the 
way for certain future developments. 

Each stock-market movement has three 
well-defined stages which have frequently 
been referred to in our columns; in the 
case of an operation on the long side, (1) 
accumulation, (2) marking up, (3) dis- 


tribution. An operation on the short side 
would begin with (1) distribution or short 
selling, (2) marking down, (3) covering 

It is quite important that the tracer 
form his own estimate as to which of 
these stages a stock is going through at 
the time he undertakes to deal in it; in 
other words, he must form the proper 
diagnosis and accurately sense the trend 
of the stock if he is to work in harmony 
with the manipulator and his evident pur- 
pose. 

Livingston admits that as the object of 
manipulation is to sell stock to the pubic 
at the best possible price, and to create a 
broad market for it, it is far more ad- 
vantageous to have the stock distributed 
among many holders than a few. If larwe 
blocks were sold to a few people, some- 
thing might happen to cause all of these 
holders to sell the’r stock at the same 
time, and this might lead to a serious 
break in the market price. But if many 
small holders buy the same quantity of 
stock, they are likely to be scattered all 
over the country and, therefore, not sub- 
ject to the same influences; their realiz- 
ing is likely to come along in small lots 
and at times when there is a fair market 
on which they can sell. as small holders, 
they do not unnecessarily depress the pric 
in disposing of their shares. 

Next we come to a quoted rule of James 
R. Keene’s that “the way to sell stocks 
to the public is to manipulate them to the 
highest point possible and sell them on the 
way down.” This was not alone Mr 
Keene’s rule; it is a well-known prin 
ciple in manipulation—one which has 
been and probably will be employed by 
pools and operators who make Wall 
Street their stamping ground, until th 
public is so thoroughly trained in the idea 
that a change in tactics is found neces 


A recent case of this kind occurred in 
Standard Oil of New Jersey before th 
400% stock dividend was declared. Prepa- 
ration for this move began to appear in 
1922 while the stock for a long period 
was ranging between 170 and 180. A fals« 
move to 198 was followed by a decline to 
the 185-180 range, and when the real ris« 
began it was almost a straight drive uy 
with a few reactions of three to five point 
until the price crossed 225. Then came 
the “hurrah” in the form of a 25-point 
rise without even a three-point reaction. 


As soon as the stock touched 250, the 
selling began and the procession of prices 
started downward in almost exactly the 
same way as it had gone forward. All 
bids were filled and the stock gradually 
declined again to 184. Soon after this the 
old stock was exchanged for the new, 
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which is now selling at 44, the equivalent 
of 220 for the old. Assuming that the 
purpose of this move was to drive the 
stock to 250 and sell it back, the average 
price received for liquidated stock must 
have been somewhere between 215 and 
225, or, say, 220. If the previously ac- 
cumulated stock averaged 180, there was 
a forty-point profit in it for the pool 
which engineered the move. From a 
nipulative standpoint it was an artistic 
pice of work, executed by a master hand. 


t seems astonishing that the commer- 
| rule which makes an article or a com- 
dity less desirable the higher its price 
‘s, is completely reversed in Wall 
eet. The higher a stock goes, the 
re cupidity is aroused among its hold- 
and prospective buyers. Those who 
ve twenty points profit believe they will 
get fifty; and those who have fifty points, 
believe they will realize one hundred. In- 
stad of gradually letting go of their 
holdings, or actually disposing of all of 
them at a price that shows a substantial 
profit, the average trader is apt to buy 
more and more and find himself with his 
largest load at the top of the move. This 
sort of buying is usually attracted when 
the drive up toward the high point is al- 
most uninterrupted and the stock is not 
allowed-to lag or get stale at certain lev- 
els, or react very much until the objective 
point has been reached. This kind of sus- 
tained movement is convincing and brings 

buyers in proportion to the urgency 
and determination displayed by the stock, 
which, of course, is only reflecting the 
minds of those responsible for its action. 
The reverse of present public custom 
indicates the proper method for the trader. 
Those who hold what they have, buy more 
as a stock rises, and eventually find them- 
selves in a precarious market position, 
should take a leaf out of the book of 
i. H. Harriman who, besides being a rail- 
road magnate of the first water, was one 
of the largest stock operators of his day 
and probably the most successful. After 
the Northern Securities combination was 
dissolved, the Union Pacific found itself 
long of many thousands of shares of 
Northern Pacific 


Pex wmascs 


out of any railroad company’s single in 
vestment. 

If everybody who trades in the stock 
market would follow the Harriman ex- 
ample and sell on a scale up or on the 
way up, and get through selling while the 
market is high and their stocks are strong, 
it would be impossible for any manipu- 


lator to say, “We drive them as high 
as we can and sell them on the way 
down.” 

Reverse any manipulator’s well tried 


and proven rule, and you thereby formu- 
late a sound principle for the outside 
trader, for the manipulator does the oppo- 
site of what his public undertakes to do 
and if the public were to reverse its rules 
the manipulator would immediately be 
obliged to conform thereto and work out 
new rules for himself. 


A Commen Error 


But there is another point of public 
weakness besides the cupidity which 
prompts a speculator to hold and buy 


more. It is the tendency to buy on de- 
clines, regardless of whether the decline 
shows signs of running its course or 
whether there are indications of a real 
turning point in the market for that stock. 
The habit of buying a stock at 90 be- 
cause it looks cheap in comparison with 
its recent high price of 100 is one that 
leads many a trader into a ten, twenty or 
thirty-point loss. The stock in question 
may originally have been worth but 75, 
and the pool operating in it may be de- 
sirous of unloading a block of stock at 
that price or better. Hence, the drive up 
to par might represent merely the pre- 
liminary stage. The selling may begin 
at the $100 mark. By the time the price 
has declined to 90, there has undoubtedly 
been a lot of stock sold, but bear in mind 
that the pool does not expect to realize 
par or 90 for any substantial quantity; 
it hopes to realize 75 on the average. 
Hence, by starting at 100 it can sell all 
the way down to 50 in equal amounts and 
still realize its 75 average. The danger 
to those operating on the fallacy that a 
stock is cheap because it is ten or twenty 


points off from th top, is readily appar- 
ent. It was apparent in the case of Stand- 
ard Oil of N. J. Those who saw it at 
250 might have been convinced that it was 
cheap at 225; but that did not prevent 
its declining to 185 thereafter, at which 
price the 225 buyer was in trouble. 

Our friend Liviugston says: “The prin- 
cipal marketing of the stock is done on 
the way down. It is perfectly astonish- 
ing how much stock a man can get rid of 
on a decline.” To put it another way, it 
is perfectly astonishing the amount of 
buying done by the public on a decline 
stock after it has sold at a com 
Livingston did not 


in a 
paratively high figure. 
say, it is astonishing how many 
will buy a stock on the way up; he does 
not as a rule try to distribute that way. 
He drives it up and sells it down, and 
finding most buyers ready to take it on 
what they call.a reaction, he is able to 
complete his liquidation by selling it to 
such buyers. 


people 


The above should show all students who 
are endeavoring to master some of the 
principles in this field, that if they have 
made this mistake in the past, they should 
avoid doing so in the future. The time 
to buy is not when the very utmost has 
been recorded in the way of a market 
price; not when the newspapers have 
clamored the loudest about the bullish 
aspects of the stock or the industry rep- 
resented; not when there are the greatest 
number of items on the news-slips about 
the company, and, most of all, not be- 
cause the stock is down somewhere below 
its high, or is declining and looks cheap 
No, that is not the time to buy. 


The Right Time to Buy 


A very much better period for purchas- 
ing is when nobody is saying anything 
about the stock; when it looks weak but 
refuses to go down in spite of heavy 
sales; when the newspapers ignore it; 
when people are talking bearishly on it 
although the price seems to be sustained 
By purchasing then you accumlate your 
holdings when the pools and manipulators 

and _ Liivingstons 





take on theirs. 





& Great North- 
ern, During the 
creat railroad 
stock boom of 
1905-6 the form- 
cr rose to 252% 
nd the latter to 
48. Harriman 
old all of these 
holdings on a 
sale up, realiz- 
1 an average 
f 20834 for the 
Northern Pacific 
nd 304% for 
he Great North- 
rn, and thereby 
leaned up a net 
wrofit of $58,- 
100,000 for the 
Jnion Pacific 
treasury — prob- 
ibly the largest 
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Of course, your 
judgment may be 
in error, just as 
theirs frequently 
is wrong. But, 
at least, you will 
have the satis- 
faction of revers- 
ing the well-tried 
public rule of 
buying on the 
way up, at the 
top and on the 
way down, and 
you will, there- 
fore, stand a bet- 
ter chance of real- 
izing a profit in 
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the majority of 
your transactions. 
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Larger Dividends Looming 
Many Stocks 





Many Companies Now in a Position to 
Make More Liberal Cash Disbursements 


ANY people object to the present 

range of prices and refuse to par- 

ticipate on the bull side because 
they say that stocks are high enough. But, 
are they? Just because the price of a 
common stock has risen to its previous 
high levels, are we to say it cannot rise 
any higher? Or, are prices of stocks made 
on the basis of dividends and almost cer- 
tain prospects for the near future? The 
latter, it may be believed, is a more legit- 
imate ground for bullishness than the 
“former high” theory is a ground for 
bearishness that there is no particular fig- 
ure to which a stock may rise, and that 
there it must stop because of some arbi- 
trary and theoretical rule relating to its 
past. This country is growing, and its 
leading corporations are expanding. More 
people are born than die each year, and 
they all have to be fed, clothed, enter- 
tained, and otherwise provided for. 


A Classic Example 
Apply this rule to a stock like Ameri- 
can Can which was an industrial mon- 
strosity at the time it was hatched in 1901 
inasmuch as it represented an aggrega- 


By FRED L. KURR 


tion of competing, badly organized and 
ill-financed plants hastily thrown together 
by the Reid-Moore-Leeds combination. 
At its inception the preferred stock sold 
at 80 and the common at 31%. Reid, 
Moore and Leeds beat everybody else to 
it on the selling side. They filled up every 
buyer, and within two years the preferred 
stock sold at 2514 and the common at 2%. 
What is more, the common lay between 
2 and 4 for a period of nine years, dur- 
ing which our aforementioned friends 
evidently purchased a large ream of it. 
Meanwhile the company’s inefficient plants 
were closed, strong ones were built up, 
and gradually there began to appear some 
value behind the common stock. 

About 1911, Dan Reid came over from 
Europe and on the way he confidentially 
disclosed to the Captain of the steamer 
that American Can, then selling at about 
8, was ready to do stunts. It did. That 
same year it sold at 4734, which was go- 
ing some for a stock recently at 4. 

American Can had paid 5% on its pre- 
ferred stock during the intervening years, 
but absolutely nothing on the common. 
Stock-market rumors that it was likely 
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HE value of this unique 

article consists both of 
the specific nature of its rec- 
ommendations and its educa- 
tional quality. It is recom- 
mended to investors as giving 
an excellent insight into the 
methods of our leading cor- 
porations. 











to, appeared periodically when the stock 
was run up into the 50's or 60's, then back 
again to the 30’s, and the process repeated 
Somebody apparently was getting divi 
dends out of the fluctuations, but the 
stockholders did not get a sniff. 

Now, in this year of our Lord, 1923, 
after twenty-two years of non-dividend 
paying and ten years of threats and prom- 
ises, this stock actually blossoms into a 
$5 dividend payer and sells above par! 

American Can is only one instance of 
what has happened in many of our indus- 
trial corporations during the past twenty- 
odd years, except that in some cases it 
took less time to put value and dividend- 
paying ability behind the common stock. 
The original sins of overcapitalization 
were frequently obscured by deceptive 
market manipulation, but it takes real 
money to pay dividends as a rule, and in 
many cases these have appeared only in 
late years. 

I may seem a long while in getting at 
the point, which is this: A lot of other 
industrial companies are now ready to 
reward their stockholders more liberally 
than ever before, for the reason that they 
have built up their properties and piled 
up working capital and surplus to a point 
where actual cash may now be disbursed 
into the itching palms of the stockholders. 


When Industrials Pay Dividends 


Industrial and other companies do not, 
as a rule, pay out dividends unless money 
can be spared. Corporate management is 
on a higher plane and it is safe to say 
that the interests of the stockholders are 
looked after to a greater extent nowa- 
days than ever before in Wall Street his- 
tory. That is why for the past decade 


THE MAGAzINE OF WALL STREET 











= 


| 





ck 
ck 
ed 
vi 

the 


23, 


nd 








many have been conser- 
tive in disbursements of dividends. 
Take the case of U. S. Steel: During 
war Judge Gary stated that he was 
jing to retain the bulk of the war profits 
the business. By following this policy 
he rolled up a tremendous surplus which 
sures the common dividends at the rate 
of at least 5% for an indefinite period. 
Extra dividends were paid during the war 
d will be paid when business conditions 


Cumipathes very 


stify. Gradually, we presume the fun- 
imental rate of 5% may be increased. 
ith the present return of prosperity, 


s company is now in a position to make 
ditional disbursements and, as its earn- 
vs are running at the rate of about $14 
- share, some of these may be expected 
ring the present year. That is why 
Steel common sells at considerably above 
par. 
Consider Corn Products as a property 
which over a period of years has been 
adually built up out of earnings until 
is now earning $18 per share and in a 
position to pay regular disbursements of 
6 per annum plus extra dividends when 
conditions justify; or American Woolen, 
which now has all the business it can 
handle this year. And can carry the re- 
lired inventory without the flotation of 
w securities. It is earning $25 to $30 
share and can readily afford to be more 
beral with its stockholders. 


Conservatism in Management as an 
Asset 

These are simply examples of big in- 

lustrial corporations that during the past 

twenty years have been built up into a 

very strong position through conservative 


management. By “conservative manage- 
nent” we mean putting capital into the 


usiness until it waxes fat. Large re- 
sources are required by corporations for 
the following reasons: (1) In order to be 


tension of business without impairing its 
financial strength. When all of these 
points have been thoroughly covered, and 
not until then, is a corporation in a posi- 
tion to be really liberal with its stock- 
holders. 

It is clear that a large number of in- 


dustrials are now at or are likely to reach 


the point in the very near future. Some 
of the most important examples of this 
are given in the accompanying table. All 


of the companies listed therein have gone 
through the fattening process, have ex- 
panded their facilities to the point where 
enly moderate expansion will be necessary 
in the future and are undoubtedly at the 
present time in a position to distribute the 
larger portion of their earnings to stock- 
holders. In some cases stockholders have 
already been treated more liberally. Na- 
tional Biscuit, Electric Storage Battery, 
Texas Co., Eastman Kodak and R. J. 
Reynolds Tobacco have already split up 
their capitalization, giving stockholders 
several shares for each share of old stock 
and have placed the new stock on a liberal 


dividend basis. Although “melons” have 
already been distributed in the case of 
these companies, possibilities still exist 
for further rewards in the future and 
these split-up shares in years to come 
may approach the higher levels at which 


the old stocks sold. 

Of course, the investor is in line for 
larger and quicker profits if he 
the stock of one of these strong companies 
a little before the “melon” is announced 
Take the case of National Biscuit. Stock 
holders received seven shares of new stock 
for each old share 


purchases 


held so that the pres- 
ent price of 42 is equivalent to $294 a 
share for the old stock. A year ago, the 
old stock could have been purchased 


around 135 (when it was recommended by 
this Magazine), and the lucky purchaser 
at that time now has a profit on his com- 


look for in se- 


possibilities of 


unation to 


risk 


the ideal coml 
curities—sml 
large profits. 
not common, 


with 
Such ideal situations 
it is true, but the careful 
student of conditions and values can 
search them out and duly benefit thereby. 

I have dwelt perhaps a little too much 
on past history for after all what we are 
all most interested in is what the future 
holds forth. Of the 20 companies given 
in the table only five have distributed 
“mele and the other fifteen have this 
possibility before them. I will not at- 
tempt to predict which companies are go 
ing to reward their stockholders first, as 
of corporate pol 


are 


ns” 


this is largely a question 
foresee what 


ende 


icy and no one can absolutey 
the directors will do I will 
however, to indicate 
are in a particularly 
this time 


avor, 
some that 
favorable position at 
stocks do not at 


companies 


and whose pres 


ent prices appear to have fully discounted 
the favorable factors in the situation 
American Woolen 
The big profits secured by American 


the war and inflation pe- 


Woolen during 


riods were largely put back into the prop 
erty because of a conservative div:dend 
policy. As a result, this is now one ol 
our strongest industrial corporations 
Working capital alone is equal to 
nearly 85% of the total capitalization 
and net assets applicable to the common 
stock are equal to about $185 a share 
Moreover, this figure is decidedly conser 
vative as plants and equipment are car 
ried on the balance sheet at cost, less de 


preciation As most of the company’s 
plants were built during a period of much 
lower costs than prevails at the present 
time the replacement value of the com 
pany’s assets is far in excess of the 
value shown in the belance sheet 

Since its inception, American Woolen 
has steadily grown and it is now by far 








ndependent of funded and floating debt mitment of well over 100% Pretty good the largest manufacturer of woolen and 
with the accompanying fixed charges; (2) for one year especially as in purchasing worsted goods in the world and practical 
to provide a surplus against times of de- a high-grade stock such as this, the risk ly dominates the industry in this country 
pression; (3) to supply funds for the ex- assumed was a very slight on That is American Woolen is considered or 
TWENTY INDUSTRIAL COMPANIES STRONG IN CASH 
Cash and Ratio | 
Working marketable of current Funded Preferred Common 
capital. securitics. assets debt stock stock Earned Per Share Present | 
(In (In to current (In (In (In Baris present capitalization Divid'd Yield 
millions) millions) Liabilities millions) millions) millions) 1920 1921 1922 Rate Price (%) | 
Allis-Chalmers $24.0 $8.7 7 tol None $16.5 $25.7 $9.39 * 12 $4.08 $4 $50 8.0 | 
American Can...... $7.1 18.9 5 tol 9.1 41.3 41.2 4.7 2.76 18.30 5 102 4.9 
Am. Car & Foundry..... 137.5 31.1 14% tol None 30.0 30.0 27.67 21.50 14.95 12 182 66 | 
Am. Locomotive. 39.6 15.0 56 tol 1.9 25.0 25.0 21.44 13.34 os 6 130 4.0 
Bam. WOGER 2... ccces 70.1 9.3 6% tol 2.2 40.0 40.0 6.44 8.02 h12.38 7 106 6.6 | 
Corn Products...... ~ 31.7 18.4 tol 2.8 24.8 49.7 21.78 9.21 17.43 6 136 4.4 
Electric Storage Battery co. ae t7.2 ti2 tol None ; a 5.7 5.66 *7.00 + 58 6.9 
Eastman Kodak -+» 7538.5 133.0 7% tol None 6.1 b 9.09 6.85 *8.00 5 113 4.4 
General Electric. _— 1166.5 +63.7 8 wl 36.2 8.7 175.6 16.62 12.92 *15.00 cl2 187 6.4 
Liggett & Myers --. 756.6 712.0 13% tol 29.3 22.5 32.2 18.74 25.37 *28.00 12 210 5.7 
rillard...... . 46.8 6.2 6 tol 20.6 11.3 30.3 20.00 18.15 20.11 12 17 7.0 
National Biscuit. . . “~~ 21.5 17.1 7 tol None 24.8 451.1 1.90 1.92 4.53 3 42 7.1 
Otis Elevator....... 11.5 t7.1 t5% tol None 6.5 14.2 17.53 12.02 *15.00 8 147 5.4 
Reynolds , <o4 5 cenek 88.1 11.3 14 tol None 20.0 d80.0 2.88 4.64 5.96 3 7 5.2 
Railway Steel Spring 13.3 9.7 14 tol None 13.5 13.5 18.44 4.49 10.23 ® 116 6.8 
Texas Co... (eenenee-s 122.1 741.6 tl4 tol e pees 4164.4 7.16 1.54 *4.00 3 50 6.0 
United Fruit... 27.6 28.9 4 tol Non . 100.0 29.00 16.97 18.85 8 178 4.5 
8 5 - | PSRe eer 748.5 1255.2 t7 tol 546.8 360.2 508 16.62 2.24 2.85 5 107 4.7 
Utah Copper....... +16.8 t11.3 78 tol None 3 £16.2 3.03 def *2.00 4 7 5.2 
Westinghouse Electric. 185.3 717.8 18% tol 36.2 g3.9 g70.8 8.43 3.90 *8.00 4 64 6.2 
* Estimated. b 2,003,000 shares of no par value. 
** Earned $4.40 a share on preferred. ce Of which *. per annum is paid in 6% preferred stock. 
+ December $1, 1921. d Par By $25 
t April 30, 1922. ¢ $27,700,000 paid off August 1, 1922. 
§ Years ended April 30. {Par ae $16. 
a 795,673 shares of no par value. g Par value $50. 
h Including egtalal reserve of $1,500,000. 
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our most efficiently managed corpora- 
tions. Two outstanding policies of the 
company are: to treat employees well and 
give all customers a “square deal.” These 
policies have at times resulted in smaller 
profits but they have built up the “good 
will” of the company to a remarkable de- 
gree. The trade realizes that the prices 
posted by American Woolen are fair and 
purchases are made with confidence. This 
state of mind on the part of the buyers 
was well illustrated at the recent sale of 
the company’s products when the entire 
capacity of the company’s plants was sold 
out for months to come. 

With so strong a financial structure and 
earnings on a basis of over three times 
the present dividend of 7%, stockholders 
would appear warranted in looking fore- 
ward to better things. With a profit and 
loss surplus of 32 millions the company 
is in a position to declare a substantial 
extra or stock dividend. At present 
levels of 106 the stock gives a yield 
of 6.6% which is very liberal in view 
of the strong probability of greater 
rewards to come. 


United States Steel 


If anyone questions the value behind 
the common stock of the United States 


Steel Corporation the following figures 
will be illuminating. Since its organi- 
zation in 1901 the corporation has ex- 
pended over one billion dollars for 
new construction and has accom- 
plished this enormous outlay without 
recourse to new financing, in fact it has 
actually made a substantial reduction in 
its funded debt. 

In addition, the company has steadily 
built up its working capital until it now 
reaches the imposing total of nearly half 
a billion dollars. This working capital is 
more than sufficient to conduct the com- 
pany’s business even in times of inflation 
and capacity operations and leave the 
company free of bank loans. Since or- 
ganization, earnings have averaged $11.80 
a share on the common stock. In view 
of the great increase in capacity of the 
plants since its organization, earnings in 
years to come should greatly exceed this 
figure. The steel industry, it is well 
known, is of the prince and pauper variety. 
Steel common is regarded as a 5% payer 
when conditions are bad and a much 
larger payer when business is good. 

At the present time the industry is stag- 
ing a rapid comeback from the depression 
of 1921 and the outlook is for a period 
of prosperity. Under these circumstances, 


it is decidedly likely that stockholders 
will be rewarded before the close of the 
year with extra dividends. United States 
Steel has grown with the country and in 
view of its splendid management, its 
dominance in the industry and financial 
strength it should continue to grow and 
pile up equities for its stockholders. The 
common stock is a most desirable 
long-pull specvestment. 


Railway Steel Spring 


Railway Steel Spring in the past eight 
years has put back into the property 
through earnings the equivalent of about 
$85 a share on the common stock. More- 
over, this added value has been largely 
retained in liquid form as the company’s 
plant capacity has been sufficient for its 
needs. As a result, is has accumulated a 
working capital far in excess of the 
amount necessary to efficiently conduct its 
business and, in order to keep its money 
employed, has been obliged to purchase 
bonds and loan its money on call. 

No important expansion of the com- 
pany’s business is needed or planned by 
the management so that only a slow nor- 
mal growth need be provided for. Under 


Please turn to page 939) 


Farm Profits and Industrial Dividends 


What the Rise in the Price of Farm Products Means to 
Industry—Some Companies That Are Favorably Effected 


N industry that 
could produce 
seven and a half 

billions dollars of 
1 wealth as in 1922— 

roughly 20% of the 
national income—will be found not only 
a clue as to the future course of business 
but its actual measure. For the state- 
ment made so often that industrial pros- 
perity is contingent on farm prosperity 
cannot be reiterated too often. It is in- 
deed a fact that the farmer has in his 
grasp the well-being of industry in this 
country and, obviously, if he is not pros- 
perous, industry, as a whole, cannot make 
much progress. It is for that reason that 
business men are casting their eye on the 
farm prospect this year for that will 
essentially determine the rate of business 
activity in this country. That this is not 
an overstatement can be seen from the 
fact that such industries as the following 
are dependent to a very large degree on 
the buying power of agricultural com- 
munities: railroads, shipping, automotive, 
tires, petroleum, farm equipment (ma- 
chinery, etc.), mail order, steel and min- 
ing. In fact, virtually the entire indus- 
trial structure in the United States is 
pyramided with the farm and its out- 
put as a base. 

Now the farmer, as with other produc- 
ers, is dependent for profits on two fac- 
tors—one, the size of his output and, two, 
the prices which he obtains for them. On 
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By A. T. MILLER 


the whole, the second consideration is the 
more important to the farmer, though it 
stands to reason that he requires at least 
a fair-sized crop to make money no mat- 
ter what price he receives for his prod- 
ucts. 

What the price element means to agri- 
culture may be seen from the tremendous 
advance in cotton prices—as a result of 
small crop and high world demand— 
which has changed conditions in the South 
from one of extreme depression as a year 
ago to the greatest activity and prosperity 
as at the present. Certainly, as explained 
in the last issue of THE MAGAZINE OF 
Watt Street, 30-cent cotton spells pros- 
perity for the South and, therefore, to all 
the industries which are dependent to a 
greater or less degree on this part of the 
country. 

While cotton is a principal crop, the 
bulk of farm activity is centered on the 
grains—wheat, corn, rye, etc. And the 
situation with regard to these products 
still remains a comparative weak spot. 
Fortunately, there are indications that the 
farmer will receive considerably more for 
this type of product this year and, in fact, 
the price level for grains is already some- 
what higher than a few months ago. The 
result has been for the first time in sev- 
eral years to provide greater earnings to 
the farmer in the middle West and other 
sections in which grains are the principal 
farm product. This improving situation 
has already been reflected in such indices 





INDUSTRIES DEPENDENT 
ON FARM-BUYING POWER 
Industry Company 

Railroad Practically all the car- 
riers, especially the 
grangers and southern 
gnd southwestern 
routes. 

Shipping Shipping Board Fleet, 
private operators such 
as Int. Mercantile Ma- 
rine, Am. Shipping & 
Commerce, etc. 

Automotive Ford and other manu- 

and Tire facturers of low-priced 
cars; Goodyear, Fisk, 
etc. 

Farm Int. Harvester, J. LI. 

Equipment Case Threshing, Ad+ 
vance-Rumely, Deere, 
etc. 

Mail Order Sears, Roebuck, Mont- 
gomery Ward. 











as mail-order sales which have been 
steadily rising, demand for farm machin- 
ery which is now taking on a new lease 
of life, automobiles which are being sold 
in greater volume in these districts than 
for several years, car loadings which are 
unusually high and, in general, in the 
heightened activity in centers of industry 
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more or less closely identified with the 
farming industry. 

With the momentum already estab- 
lished toward larger farm earnings and 
with the prospect of a more successful 
year—nature being willing—than in a 
fairly long period, it must be apparent 
that business in the farm districts will 
improve and that the industries with 
which farmers do business will profit ac- 
cordingly. 

Herewith, for purposes of illustration, 

given a list of companies associated 
vith the farm industry and an analysis 

four of the companies practically all 
whose business is done with the 
rmer. 


SEARS, ROEBUCK & CO. 


This company is already well on the 
way to recovery of earning power. In 
1922, earnings per share amounted to $4.88 
against a deficit of about 19 millions in 
the year previous. Sears, Roebuck passed 
the danger point early in 1921 since when 
it has slowly but steadily shown an in- 
crease of earning power. The company 

now on a sound foundation waiting 
only for the redemption of its 16 millions 
serial bonds before it feels itself in a po- 
sition to restore the dividend rate on the 
junior shares. These serial notes have 
already been reduced from 50 millions 
since 1920 and it is practically certain that 
the company will be able to call in the 
16 millions balance without being com- 
pelled to resort to new financing. How- 
ever, these notes fall due next October, 
nd until that time it is hardly likely that 
the common stock will be placed on a 
dividend basis. 

So far as the outlook for earnings 1s 
concerned, it is well to bear in mind that 
Sears, Roebuck is particularly susceptible 
to fluctuations in farm-buying power and 
that with a favorable outlook for prices 
1 farm products, the results are likely 
to be equally favorable to the company. 
As indicated by sales last year, a definite 
upward trend has been established. Total 
value of last year’s sales amounted to 182 
millions against 178 millions for the pre- 
vious year, not a large gain to be sure 
but significant in view of the fact that 
the average prices secured by the com- 
pany in 1922 were somewhat lower than 
in 1921, indicating an increase in the vol- 
ume of business. 

Expeditures have been cut radically and 
the utmost attempt has been made to se- 
cure economy of operation. This, no 
doubt, in addition to the slightly higher 
volume of sales has accounted for the 
turning of a large-sized deficit, as in 1921, 
to a fair profit in 1922. Judging by the 
record already shown in the past few 
months and by the general agricultural 
outlook, Sears, Roebuck should show an 
even greater margin of profit during the 
current year. The stock at 90, of 
course, has already discounted to a 
great extent its recovery in earning 
power but for holders of the perma- 
nent type there seems to be no reason 
why it should be sold now, especially 
in view of the fact that the time when 
dividends can be restored on the issue 
is drawing near. 
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MONTGOMERY WARD 


This is another company which depends 
to a very large extent on the amount the 
farmers will buy. Next to Sears, Roe- 
buck, it is the largest mail-order house in 
the country. After the reorganization at 
the end of 1919, the company unfortunate- 
ly had to face the paralyzing effects of 
the deflation of 1920-1921 with the result 
that it sustained fairly heavy deficits in 
both years. Last year, however, marked 
a period of recovery and the company 
managed to earn $2 a share on its junior 
stock. Inventories, as of the close of 1922, 
while slightly higher than those of the 
previous year, were still at a healthy point 


and vastly under the inflated point of 
1920. 
Montgomery Ward increased its sales 


by about 16 millions in 1922, doing rela- 


when the hard times of 1921-1922 came 
along. 

Since the end of 1922, business is un- 
derstood to have improved and the out- 
look for 1923 is that the company will 
turn the corner some time this year. 
What the company can earn this year is 
of course impossible to indicate with 
nearly ten months yet to go. However, 
it is worth while stating that in the past, 
International Harvester has earned very 
large amounts and in any normal period 
may be expected to do at least -nearly as 
well. With the stock paying only $5 
a share in dividends, intending inves- 
tors may feel that better opportunities 
exist in other quarters, but for indi- 
viduals who have held this stock over 
a period of years and who intend their 


investment to be of a more or less per- 








SEARS, ROEBUCK & CO. 
Earnings 
(Per Share) Divid'ds 
1913 $21.17 $7.00 
1914 21. 7.00 
1915 17.57 7.00 
1916 26.55 7.00 
1917 19.29 7.75 
1918 17.63 8.00 
1919 26.03 8.00 
1920 13.07 8.00 
1921 — *2.00 
1922 4.88 sent 
* In scrip. 
MONTGOMERY-WARD 
Earnings 
(Per Share) Divid'ds 
1916 .*$12.59 *$3.50 
1917. *12.01 *5.25 
1918 *12.97 *5.00 
1919 *10.51 *5.00 
1920 aves sees 
ena . 
1922 2.06 
* Old company. 








EARNINGS AND DIVIDEND RECORD 
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INTERNATIONAL HARVESTER 


Earnings 

(Per Share) Divid'ds 
1917 *$25.87 t$7.00 
1918 28.14 4.75 
1919 21.01 6.00 
1920 14.39 +6.50 
1921 6.00 
1922 5.00 


* Old company. 

+ Also 121% in stock in 1920 and 4% in 
stock in 1921. 

t Includes 2% in stock. 


J. I. CASE THRESHING 


Earnings 

(Per Share) Divid'ds 
0 Ee ee $23.18 . 
1918 $8.11 : 
cnnes 4646000en008 41.27 *$7.00 
1920.. 11.80 +10.00 
cceccveseceteues Deficit , 
1922 . 


*In Liberty Bonds. 
+t Also 42.8% in stock. 














tively better in this respective than its 
chief competitor. Working capital in- 
creased by 4 millions, reflected very large- 
ly in a splendid increase of cash now 
amounting to slightly less than 4 mil- 
lions. The company is in good financial 
condition and can undoubtedly commence 
to pay dividends on its class “A” stock, 
dividends on which were suspended in 
1920. The common stock, however, still 
appears to be somewhat removed from 
dividend possibilities although, with busi- 
ness continuing to improve, the chances 
are that a small dividend may be paid be- 
fore the end of the year. The stock is 
rather attractive at current levels of 
23, though only as a _ long-distance 
proposition. 


INTERNATIONAL HARVESTER 


Harvester is another important com- 
pany directly dependent on the amount of 
money the farmers have to spend. The 
past two years have certainly been any- 
thing but prosperous ones for this com- 
pany and it has had to pay dividends out 
of surplus. Fortunately, in past years of 
prosperity, as during the war period, the 
management carefully conserved assets 
which stood the company in good stead 


manent order, it would be advisable to 
continue to hold, especially in view of 
the fact that the company has just 
started on the road to recovery. 


J. I. CASE THRESHING 


Case Threshing like International Har- 
vester- has had a very hard time of it in 
the past two years but did a little better 
than Harvester last year in that it man- 
aged to just about cover expenses, thus 
breaking out even. The outlook for this 
agricultural implement company is equal- 
ly good with that of Harvester’s and 
there is reason to believe that under the 
impulse of the growing demand for farm 
machinery this company will be able to 
make a very respectable showing in the 
current year. Owing to its relatively low 
capitalization, the company, in periods of 
great activity in ‘this industry, can earn 
very large amounts. In 1917-1919, in- 
clusive, for example, it earned no less 
than $102 per share on its common stock. 

With a price of around 35 the com- 
mon stock of this company is probably 
one of the most attractive of the low 
priced non-dividend payers among the 
industrials and, if held for a reason- 
able period, should prove an especially 
good speculative investment. 
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Neglected Opportunities in Stocks 


Types of Investment Opportunity—Com- 
pensations for Lack of Market Activity 


HEN a bull market has run as 
long and as uninterruptedly as the 
present one, which started about 


the middle of 1921, a regular phenomenon 
is the appearance of sudden activity in 
numerous issues which had hitherto been 
neglected. There are a number of rea 
sons why this should take place, and why 
it is a good thing that it should take place. 
Often the larger and better-known 
have been so thoroughly exploited by 
pools and by the public that they “run 
ahead of the ticket,” so to speak, that is, 
while their prices may be perfectly justi- 
fied by the situation and the outlook, there 
is little opportunity left in them. 

In some cases, stocks may represent in- 
dustries which lag behind the general in- 
dustrial recovery, or are compelled to 
wait with their business improvement un- 
til the other industries are ready, such as 
machinery, advertising, motor trucks, 
Stocks of these industries will, as a rule, 
not begin to discount future better earn- 
ings until some time after the rest of the 
list has gotten off to a good start. 

There may often be technical reasons 
why certain stocks do not take the lime- 
light until late in the day. Where pool 
or other market sponsorship is lacking, 
or floating supply is very light, especially 
in the case of the smaller companies 
whose total capitalization is less than a 
single day’s turnover in one of the more 
active stocks, or in a very specialized and 
little-known industry, it often happens 
that when the spurt of activity finally does 
appear, veteran traders will be found com- 
pletely ignorant of what the company is 
and Especially in the penultimate 
stages of the bull campaign, investors and 
speculators will find themselves “loaded 
up” with all they can carry of the active 
stocks, decide to take profits, and look 
around for new mediums of profit. In 
this way, the more and more obscure se 
curities are finally dragged into daylight, 
and often it is found that a higher per- 
centage of profit is to be made in these 
laggard specialties than in the best-touted 
ol the bigger active stocks. 

Under the circumstances, however, the 
investor needs to exercise much more 
caution in a commitment of this kind, en- 
tered into with open eyes, than in the 
opposite type of investment, the purchase 
of an active security at the beginning of 
the bull market. In the first place, the 
market has reached a point where it is 
apt to turn without notice a few weeks 
or months after the stock has been bought, 
and it takes energy and decision to con- 
serve profits and avoid losses. For this 
reason, it is usually better at this time 
to choose stocks for the long pull than 
for the short swing, that is, those which 
may be expected to do well even in the 
event of a general market depression. 

sesides, the investor has to make sure 
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RATINGS OF SIX ATTRACTIVE STOCKS 
BAYUK BROS., INC ; 
Rating 
Element Qualifications Rating No. 
(1) Character P -Article of popular consumption Good..... 4 
(2) Past Record -Steady growth Excellent 5 
(3) Future Possibilities .. Developing N. Y. market . Excellent 5 
(4) Management .. Aggressive ° Excellent 5 
(5) Financial Strength .. Weill fortified | Good..... 4 
(6) Earning Power........... ee Excellent. . 5 
(7) Market Price a «aeons Excellent 5 
_Maximum Number of Points, 35 Total. 33 
BUTTERICK co. 
Rating 
Element Qualifications Rating No. 
(1) Character aes ....Every-day article Excellent 5 
fo eee Formerly steady earner Good..... 4 
(3) Future Possibilities.......Should recover ..Good.. 4 
(4) Management .. ‘ Conservative = .Good..... 4 
(5) Financial Strength .....Good cash position. Excellent 5 
(6) Earning Power...... . Now stabilized ..... Good..... 4 
(7) Market Price .Under-valued ...... . Good..... 4 
Maximum Number of Points, 35 Total. 30 
CLUETT, PEABODY & CO., INC. 
Rating 
Element Qualifications Rating o. 
(1) Character ; : .....Essential articles. «.. Excellent 5 
eee Steady growth ..... Excellent 5 
(3) Future Possibilities... . . ..Conservative expansion -Good..... 4 
(4) Management ...... ..Proven veterans. Excellent. . 5 
(5) Financial Strength . Satisfactory Good. . 4 
(6) Earning Power Wide margin..... .Excellent 5 
(7) Market Price. . AUR GE TR. cccccces Good... 4 
Maximum Number of Points, 35 Total. 32 
GENERAL BAKING CO 
Rating 
Element Qualifications Rating No. 
(1) Character .......... .Basic commodity... Excellent. . 5 
(2) Past Record. .Rapid expansion -Excellent. 5 
(3) Future Possibilities ..Continued growth Excellent 5 | 
(4) Management ............ First class.... . Excellent 5 | 
(5) Financial Strength . .Good asset position Excellent 5 | 
(6) Earning Power........... Demonstrated .. 3 . .« Excellent 5 | 
(7) Market Price .Not fully exploited ..Good 4 
Maximum Number of Points. 35 Total 34 | 
GRANBY CONS. S. M & P. CO 
Rating | 
Element Qualifications Rating No. 
(1) Character . Basic may. ; Excellent 5 
(2) Past Record Variable .... ~~ 6 LR 3 
(3) Future Possibilities... . ..Promising ..... . ..Good 4 
(4) Management ........-... Efficient . .Good 4 | 
(5) Financial Strength Newly strengthened Good 4 
(6) Earning Power. ..Improving ..... Good. 4 
(7) Market Price.. .Unduly low.... Excellent 5 
Maximum Number of Points, 35 Total 29 
UNITED ALLOY STEEL CORP 
, ; Rating | 
Element Qualifications Rating o. 
(1) Character ..ss+ees++++Manufacturing essential Excellent 5 | 
(2) Past Record......... . Profitable business Excellent 5 
(3) Future Possibilities... . . ..Promising ..Good... 4 
(4) Management ........-.-. Experienced .. Good..... 4 
(5) Financial Strength........Unusually good Excellent 5 
(6) Earning Power........... Exceptional . Excellent 5 
(7) Market Price.........-.-- Prospects not discounted Good... .. 4 
Maximum Number of Points, 35 Total. 32 
| 
of two points: that the stock in question diagnosed, will come much faster thai 
really has not gone up proportionately to otherwise, because of the general accele 
other comparable stocks, and second, that ration of price movements toward the 


this lack of market activity does not con- 
stitute a danger sign, indicating some in- 
ner weakness which may escape casual 
observation. 

Should the stock prove satisfactory in 
these respects, however, it may turn out 
a remarkably good investment, as the ap- 
preciation in market price, if correctly 


close of a bull campaign. If the right 
stock has been picked, it will maintain a 
high price level after the flurry has sub- 
sided. This will compensate for the in- 
activity of the stock in general, and for 
the patience that has to be exercised in 
“waiting for the move.” 

With the above in mind, the investor 
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of the 


look 


vht do well to into some 


llowing issues: 


BAYUK 
BROS., INC. 


The company in its pres- 
ent dates from 
1920, when it was incor- 
rated as a reorganization of a partner- 
ip consisting of three members of the 


form 


iyuk family. This partnership was 
unded in 1897. It owns outright six 
ctories and leases eight others, all in 
nnsylvania and New Jersey, with a 
mbined floor space of 238,050 square 
t, used for the manufacture of cigars. 
1: produces five brands, selling in the 
dium-price level, and has achieved 


economies this 


output 


at operating through 


iundardization of 
It is a rapidly-growing concern, having 
ibled its output since 1916. It is note 
rthy that from 1920 to 1921, when 
st Companies in its field showed declin- 

earnings, it succeeded in increasing 
xluction from 144 to 160 million cigars 
d earnings from $364,0000 to $494,000. 
ist year it did even better, earning over 


$1,123,000 net on but slightly increased 
lume of business. The outlook for the 
rrent year is even better, as the com 
ny has had great success recently in in 


oducing its lines into New York through 
vigorous sales campaign 


Following the recent changes in capi 


lization the company has outstanding 
millions of 7% first preferred, 1.3- of 
@ second preferred, and 63,887 shares 
no par common, except that the latter 


ay have been increased by the optional 
mversion up to April 11, 1923, of 9,000 
hares of the old 8% first preferred af the 
te of two common for one preferred. 
The sheet Dec. 31, 1922, 
OWS a strong financial position, current 
millions 
current liabilities of 24% millions, 
100,000 of which bank 
hile cash is nearly $350,000. It is 
‘teworthy that in a business where much 


balance for 


sets of 5 being well in excess 
only 
represent loans, 


also 


the sales depends on the name and repu 
the maker, the 
no allowance for good-will or other 
tangibles on its balance-shect 

Last year’s earnings of 
hare may be exceeded this year, judging 
y current reports ot 
on, and makes the present market price 
round 57 appear remarkably cheap. The 
mmon has paid no dividends since the 


ition of company has 


ade 
$15 a 


nearly 


the sales organiza- 


rganization of the present company, but 
hould soon be in a position to pay divi 
ends. As surplus at present amounts 


to only $7 a share, the company may be 
conservative in its distributions at first, 
‘ut in the long run the established 
-arning power should result in hand- 
some profits to holders of the common. 


THE BUT- Ever since 1919 this stock 
TERICK CO. has been a mystery and 
largely a disappointment 
There has been a peculiar 
its steadily improv 


to its followers 
ontradiction between 


ug business position and its lackadaisical 


market action Its business is in two 
IVISPONIS, the sale ot dress patterts and 
the publishing of magazines of wick popu 
lar appeal, known as the “Ridgway group, 
onsisting of Everyhod The D or, 
or MAwCH 17, 1923 


Adventure, The Woman's Magazine, and 
The Designer. 

Because of-the peculiar nature of the 
business, both branches have a tendency to 
hold up well in periods of depression. One 
of the results of the “buyers’ strike” of 


unblessed memory was the tendency for 
women to make their own dresses from 
patterns instead of buying them ready 
made, and although much advertising fell 


away as it became less attractive for busi- 
ness men to charge advertising costs to 
“business expenses” rather than retain the 
money and pay it away in taxes on profits, 
still the nature of the appeal of a large 
part of the advertising carried was such 
that it would pull well during a period of 
general depression. Advertising revenues 
have been a prominent part of the total 
income of the company, and efforts 
under way to make them even more 


are 
now 
profitable. 

Incorporated in 1902, the company ex 
hibited a remarkable steadiness of income, 
at about 3-4 dollars a share, up to the out 
break of the war. Contrary to the major 
ity of industrial companies, the war did it 


no good, and late in 1916 dividends had 
to be passed. They have not yet been re 
sumed, although earnings since then have 


been always at least fair, the lowest being 


$1.60 a share in 1920, and occasionally bril 
liant. From a market point of view, thx 
stock appears to be still suffering from 


the disappointment of the passing of divi 


dends in 1916 and its failure to resume 
them since, while other companies were 
declaring increased dividends, extra divi 
cends, stock dividends, and all sorts ot 
dividends. 

The fundamental values behind the com 
pany have been unobtrusively built up in 
the meantime. Its surplus amounted to 
16 millions in 1916, when the dividend 


was passed, but by June 30, 1922, had been 
nearly doubled to 3 millions Its 
position as of that date was excellent, cur 


financial 


rent assets of 4.2 millions being nearly 
three times the current liabilities. Cash 
and receivables alone amounted to 2.5 mil 


lions. 

A dividend at the rate of $2 a share 
per annum would be well within the 
means of the company, both from an 
earnings and a cash viewpoint, and 
would make the stock if bought at 
present prices around 19 a very satis- 
factory purchase. Holders should of 
course be prepared to exercise patience 
for a period of possibly as much as 
one or two years. 


CLUETT, Chis company has always 
PEABODY been a good earner since 
& CO., INC. its incorporation in 19143, 

but it appears to have 


been overbulled during the big markets ot 


1919-1920, when it sold well over 100, and 
has not recovered from the effects of it 
vet. It manufactures the long-established 


“Arrow” line of collars and other clothing 


including shirts, underwear 


accessories, 
handkerchiefs, etc 


The main plant is located at Troy, N. ¥ 


the center of this industry, where lab 
and industrial conditions are very ta 
able to low production costs. There are 
branch factories, however, at seven poit 
in the Eastern states and seven Canada 
the total capacity being over 12 million 
dozens of collars and a half million dozen 
of shirts per year 

The company’s business is of a standard 
taple order, and has shown a steady ad 
vance until the depression of 1921, 11 
which it recovered during 1922 It 
worth noticing that while it sold nearl 
26 million dollars worth of good 1921 
it earned less than hali of it pr erre 
dividend Last year, however, W th ik 
of less than 24 million, it 1 $11 
share on the common This remarkall 
come-back was accomplished largely | 
the reduction of operating ¢ { t close 
to the pre-war level 

While it carries ood-will d other 
tangibles at the high figure of 18 million 


this would seem justified both 


earning power which the compat ha 
developed and by the large amounts sunk 
into advertising, which at the present rat 
will soon be not far from ¢ 1 to the 
good-will valuation 

Annual dividends of $5 wer tored 
early in 1922 after having been passed n 
February, 1921. The po lity. « i 
early increase in this rate toward the ¢ 
and better paid from 1916-192] inch 
cated by a working capital amounting t 
$62 a share, as of Dec. 31, 1922, and the 
continued good earning Cash alone at 
the end of last year amounted to over $9 
a shar¢ 

At current price levels, the yield is 
slightly over 7%, which is a satis- 


factory return on a stock of this caliber, 
while one waits for beter hings. 


GENERAL Originally incorporated n 
BAKING Co. ll as ac solidation « 
twenty bread-baku com 
panies, it ha expanded _ it operat 
teadily ut o cul 1 and tiulay the 











TEN STOCKS PRESENTING UNUSUAL OPPORTUNITIES 


Common __— Senior 
| shares securities 1914 
Bayuk Bros., Inc.. 63,887 $3,280,500 
| Butterick Co -. 146,421 746,000 $3.41 
Cluett-P., Inc . 180,000 8,482,000 5.17 
Gen. Baking Co. .415,734 13,092,300 
Gr'byC.M.S.&P.Co.180,042 3,955,000 2.93 
Iron Prod. Co 130,000 2,936,700 
National Acme Co.500,000 5.000.000 
United A. S. Corp.800,000 3,300,000 
U. S. H'fman M. C.150.000 3,750,000 
Wright Aero. Corp.224,390 
Estimated On 415,734 s O 
- _——— 


Earned Per Share Est Current Mt 
1920 1921 1922 current divs. Pr'e 
$2.89 $4.93 $14.56 $15 54 

1.60 5.23 4.00 45 19 
10.29 —1.75 11.07 1214 $5.00 70 
114.29 145.54 19.60 4.00 35 
—4.58 1.91 *5 6 68 30 
5.71 —11.30 67 15 55 
491 —7.45 3.00 16 
5.74 —3.43 5.00 910 200 33 
5.91 78 18 

1.83 2.66 2.50 23 1.00 ’ 


34.000 share 





ee 


O01 








largest baker of bread in the country, 
operating 19 bakeries with a capacity of 
8 million loaves weekly, mostly of the well- 
known “Bond Bread.” Its growth in the 
last few years kas been spectacular, irre- 
spective of good times or bad, from the 
staple nature of its product. 

Through recapitalization and stock divi- 
dend issues the outstanding capital stock 
was raised from 34,000 shares at the be- 
ginning of 1922 to over 400,000 at the end 
without the investment of any additional 
capital. The original small number of 
shares was known to be closely held, and 
there is reason to believe that it has re- 
mained so, judging from the wide fluctua- 
tions of the stock, which reached as high 
as 175 during last year, from 102 at the 
time of the listing on the New York Stock 
Exchange. Following the declaration of 
the second stock dividend, this time of 
200%, at the end of 1922, the stock be- 
came rather inactive, and has reacted sev- 
eral points from the high of 89 reached 
early this year. As it pays $4 annually, 
the holder of a share of the old stock, 
quoted around 25 in 1920, would have an 
annual income of $24 on six shares of new 
stock worth together some $500. 

Amazing as this rapid improvement has 
been, it does not seem to have exhausted 
the possibilities of the company, as it has 
been expanding its business, not merely 
by taking away trade from its competitors, 
but by securing for customers many people 
who formerly made their own bread. 
There seems to be some room left for ex- 
pansion still, and the company plans to put 
up a new plant in Brooklyn this year with 
a capacity of 700,000 loaves a_ week, 
financed like the others out of earnings. 

In additjon to the increased earning 
power coming out of this plant expansion 
the company has worked itself into a 
strong financial position, having at the end 
of 1922 current assets of 7.1 millions to 
current liabilities of only 1.7 millions. Of 
the assets, 4.1 millions were cash and 
Liberty bonds and notes, or nearly $10 for 
each share of stock. 

With earnings running at the current 
high rates and such a strong cash posi- 
tion, increased dividends in the near future 
do not seem at all unlikely, and accounts 
for the low yield of less than 5% on the 
$4 stock selling around 86. What adds 
to the attractiveness of the stock is the 
staple nature of its business, which 
would probably make a good showing 
in the event of a decline in general 
business, and the fact that its inventories, 
totalling 2 millions, do not present a seri- 
ous problem in such a situation, being 
largely composed of wheat flour, which 
has advanced but little in recent months. 


GRANBY This company was one of 
CONSOLI- the highest-grade copper 
DATED producers up to the armis- 
MINING tice, and one of the most 


unsuccessful _ thereafter. 
Phe sudden reversal in the copper market at 
the end of 1918 compelled it to change its 
operating policies, abandon several mines 
and a smelter, install new equipment, etc., 
so that its shares, which had once 
high as 152 in 1907, reached the low point 


(Please turn to page 947) 
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Preferred Stocks Strong 


More Speculative Issues in Demand—Some Large Advances 


HE recent action of the New York 
7 Federal Reserve Bank in advancing 

the rediscount rate to 444%, with 
the consequent slight easing off in prices 
of high-grade bonds halted the advance in 
high-grade preferred stocks, but these con- 
tinued strong, with persistent demand for 
the better grade issues which are yet sell- 
ing on an attractive basis for the investor. 
There were some spectacular movements 
in some of the speculative issues, such as 


California Petroleum preferred which ad 
vanced 11 points to 110 and United Rail 
way Investment, Preferred, which soare: 
20 points to a new high of 62, in reflection 
of special developments in the affairs o 
those companies. Interest in the specula- 
tive issues of companies whose positior 
is improved by reason of good earning 
and bright prospects continues unabatex 
while high-grade stocks continue to find a 
immediate market at around current level 




















PREFERRED STOCK GUIDE 
ts 
Sound Investmen Divig'd . 
Divid'd Rate Approx. Approx. imes 
INDUSTRIALS: $ Per Share Price Vield Earned 
American Sugar Refining Co........... (c.).. 7 108 6.5 13 
American Cam Co. ......cccccccs (c.) 7 114 6.3 60 
American Ice Company.......... (n.c.) 6 86 7.0 39 
American Woolen Co............ wee 7 111 6.2 ( 4 } 
Allied Chemical & Dye Corp.......... $8.) 7 110 6.3 x 54 
Baldwin Locomotive Works..... tT 7 116 6.0 as 
Cluett-Peabody & Co............ .(e.) 7 106 6.7 60 | 
Endicott-Johnson Corp................ (c.) 7 116 6.0 (y) 54 } 
General Motors Corp. deb....... mS. 7 100 7.0 y 132 
Kelly-Springfield Tire Co......... oe 6 92 6.5 35 
Loose-Wiles Biscuit Co, Ist............ (c.) 7 106 6.6 . 
Standard Milling Co............. cost Do 6 96 6.2 . 
PUBLIC UTILITIES: 6.0 
North American Co........... ee ee 3 48 < 7 
Philadelphia Company...... (c.) 3 45 6. . | 
RAILROADS: - 
Chesapeake & Ohio conv.... (c.) 6.50 104 6.2 (z) 5 
Bangor & Aroostook....... eee; 7 93 Hy es 
Chicago & Northwest partic ..(n.e.) 7 118 Yr 82 
Colorado & Southern Ist... wai.) + 60 . . 
Middle-Grade Investments 
INDUSTRIALS: _ 
EO ee (c.) 7 99 e- (z) 50 
American Steel Foundries....... (c.) 7 104 Ap 32 
Allis-Chalmers Mfg. Co.. cna (c.).. 7 7 a9 25 
American Smelting & Ref. Co.... (c.).. 7 101'4 rr 27 
Associated Dry Goods Co. Ist... (c.) 7 89 5 31 
Brown Shoe Co. ..........5..+. (e.).. 7 98 ea 39 
Bethlehem Steel Corp. conv....... oe 8 110 7s 11 
Bush Terminal Buildings Co.... (c.).. 7 97 4 (x) 61 
EL Mcnd appa netan ene see a 7 94 a3 (y) 37 
Genl. American Tank Car Corp........(c.).. 7 103 yr ex) 38 
Gomes BONE Gio cccccccsescccess Sia. 8 108 ? 8 33 
Gimbel Brothers, Inc aa (c.).. 7 99'4 sy 1 
Cuban-American Sugar Co...... (¢.). 7 102 1 14 
DC CP i ce nenceesceaades ae ae 8 103 7 2 30 
Natl. Cloak & Suit Co......... .(c.) 7 100 He 18.7 
Sears-Roebuck & Co............ .(c.) 7 113 i 389 
U. S. Industrial Alcohol Co........ (c.) 7 98 7. . 
PUBLIC UTILITIES: e - 
Amer. W. Wks. & Elec. Corp. Ist......(c.) 7 91 ¥< (x) 3 
Public Service of WH. J... cccccccess (c.) 8 108 7. . 
RAILROADS: 
Baltimore & Ohio............ ee 4 6014 * ss 
Colorado & Southern 2nd pfd..... (n.c.). 4 55 
Chicago, R. I. & Pacific........ .(c.). 7to 5 95 as Hr 
Pittsburgh & W. Va........-.0-e00: (c.). 6 89 ‘ . 
Semi-Speculative Investments 
INDUSTRIALS: wis - 
American Beet Sugar Co..........-..(m.c.).. 6 7 7. 
California Petroleum partic. pfd..... f¢.).. 7 106 ry (w) . 
Famous Players-Lasky Corp.........-- (¢.).. 8 98 as ( . 
Fisher Body Corp. of Ohio............ (e.).. 8 }-4 Y- ee 
Mack Trucks, Inc., Ist..........-+--: (c.).. 7 97 Sy + 
OGephrowm Circuit. ....ccccccccccccses (c.) 8 89 4 HY 
Pure Oil Co. conv. pfd..............+-(.) 8 99 x4 A 
U. S. Rubber Ist pfd....... Pe * 8 103 4 aa 
Worthington Pump & Mfg. “A”....... (c.) 7 83 8. . 
PUBLIC UTILITIES: 
Market Street Railway prior pfd. . (c.) 6 73 8.2 
RAILROADS: s - 
Pere Marquette. ...........-+-0055 (c.) 5 67 7 ' 
St. Louis Southwestern....... (n.c.) 5 62 Tr: . 
Gouthere Maas. ..occcccccccceccccs (n.c.).. 5 69 7. . 
(c.) Cumulative. (n.c.) Non-cumulative. 
(w) Average for last two years. * Based on average earnings during past six 
(x) Average for last three years. years . 
(y) Average for last four years. *, Average number times earned last five 
| (z) Stock was issued this year years 
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New Light on the Tobacco Stocks 


What 1923 Is Likely to Bring to Shareholders of 
Tobacco Securities—Some Specially Attractive Issues 


N all protracted market upswings there 
| are times when various groups of 

stocks are particularly featured by 
eason of special influences developing in 
he industry which the groups represent. 
lt is convenient, therefore, in a market, 
uch as the present one, where apparently 
the climax or peak of the bull swing 
which began in August 1921 has not been 
reached, to consider special groups which 
have merit. The tobacco group is not 
venly or uniformly active and yet there 
wre several stocks in that group, which 
tand very high among semi-speculative 
issues. For example, the so-called high 
priced tobacco stocks such as American 
Tobacco, Liggett & Myers and Lorillard 
ire recognized as steady earners year in 
ind year out, able to weather depressions 
and to accumulate substantial surplus in 
periods of prosperity. 

The one single product of the tobacco 
industry which stands out above all others 
is the cigarette. In the last ten years, 
it may be estimated that the consumption 
of cigarettes in this country has increased 
200% and, apparently, the saturation point, 
if so it may be called, is not in sight. 

In the early part of 1922 cigarette pro- 
duction was running a little behind the 
total of 1921 but by October production 
had caught up to 1921 and gone beyond 
it. Cigarette prices were reduced during 
the year and in December were approxi- 
mately at pre-war level if allowance is 
made for the increase in the internal 
revenue tax. 

Leaf tobacco prices in 1922 were higher 
than in 1921, but at the time manu- 
facturing costs were generally reduced. 
In 1920, leaf tobacco prices collapsed and 
leading manufacturers, with unimpaired 
credit, hastened to put in a substantial 
stock at the low levels and this fact ac- 
counted for the ability of manufacturers 
to reduce wholesale prices last year. 


Same 


Cigar Companies 


rhose tobacco companies whose stocks 


By JOHN MORROW 


past two 
sledding. 


chiefly upon cigars during the 
or three years have had hard 
As with the cigarette production, domestic 
cigar production in the early part of 1922 
was below 1921 but picked up later on, 
and at the end of October was ahead of 
the corresponding totals for 1921. There 
are two companies whose business is solely 
the production and sale of domestic cigars, 
the General Cigar Company and Consoli- 
dated Cigar Company. Of the two, 
General Cigar is at the present time the 
stronger company, but Consolidated Cigar 
made an excellent comeback in 1922 and 
as the common stock is still at relatively 
low levels its possible speculative attrac- 


tions are worth considering in more than 
a casual way. 

There are groups of stocks representing 
industries which did not do particularly 
well from an earnings standpoint in 1922, 
but which now excellent prospects. 
The tobacco group, however, is one which, 
generally speaking, had an excellent year 
in 1922 and which faces 1923 with equally 
satisfactory expectations. 

The above will serve 
general way the tobacco sto¢ks which are 
prepare for 


have 


to subdivide in a 


usually the most active and 


the following comments on the individual 


companies. 





CONSOLIDATED CIGAR CORPORATION 
An Attractive Speculation 


Corporation 
having been 


ONSOLIDATED Cigar 
is not an old company, 
incorporated four years 
who, at that 


ago by the 
con- 


same interests, time, 
trolled American Sumatra. The  pro- 
prietary company held 51% of the com- 


mon stock of Consolidated Cigar up until 
the fall of 1922. At that time, the control 
stock was offered for subscription to 
Sumatra shareholders. Undoubtedly, Su 
matra parted with the control because of 
the desire to strengthen its own treasury 
position which had been somewhat strained 
by the period of deflation. 

In the first two years of its 
1919-1920, Consolidated Cigar did pretty 
It might be said here, however, that 
the company was a little too liberal in 
dividend payments, instituting as early as 
1920 a rate upon the common stock of $7 
per share. Payments, however, had to be 


existence, 


well. 


suspended in June 1921 and have not yet 
been resumed. 
The 1921 year found the company 


operating at a deficit, with a loss of over 
1 million dollars. Sufficient reserve had 
not been built up to enable the company 
to withstand this loss and at the end of 
1921 the profit and loss deficit was 879 


In the first — of 1922 Consoli- 
dated Cigar earned 41 cents a share upon 
the common stock oa $2.60 cents a share 
in the second quarter. For the whole year 
it is currently estimated that earnings 
were equal to about $6 a share on the 


stock. 


It will be 
operations in 1922 
factory to wipe out the 
deficit and to establish a surplus. 
In a transaction entirely separate and apart 
from the one in which American Sumatra 
sold its holdings of Consolidated Cigar, 
the latter sold 41.4 thousand shares of new 
common stock last year at $25 per share, 
thereby raising approximately 1 million 
dollars which went to strengthen a more 
or less depleted financial condition. The 
improvement in business last year was, 
of course, obvious but on account of the 
need for funds to take care of the ex- 
pansion in the volume of orders it is un- 
likely that Consolidated Cigar has, as yet, 
completely extinguished bank loans. 


common 
therefore, that the 
sufficiently 
and loss 


seen, 
were Satis- 
proht 


small 


Ahead of. the 150 thousand shares of 
common stock is an issue of 3.9 millions 
7% cumulative preferred which paid divi- 


/ 














are selling at the higher levels are the big thousand dollars. This, in brief, was the dends from 1919 to December 1921. Pay- 
cigarette manufacturers, although they do situation at what was later known to be ments were then suspended and resumed 
turn out other smoking products. On the the end of the business depression and the in November 1922. The stock is cumu- 
other hand, the companies which depended beginning of the recovery. lative and accumulations on account ol 
EARNINGS AND DIVIDEND RECORD OF LEADING ‘TOBACCO COMPANIES 
(PER SHARE) 
rc American—, ,-— Cons. General Tobacco American Liggett & 
Sumatra Cigar Cigar Products Tobacco Myers Lorillard Reynolds—, 
1916 . $2. se $5.3 $4.00 $5.4 $22.7 $20.00 $25.8 sis. - $25.0 $17.00 $78.6 $23.00 
a esses 13.9 $2.50 5.4 4.00 8.5 $1‘. 25.2 20.00 28.8 33.8 18.00 98.5 28.00 
1918 coos 29.7 8.75 7.2 4.00 2.5 6.00 33.4 20.00 30.7 iz 90 23.6 12.00 31.7 20.00 
Re eaatete 5.5 10.00 $3.5 12.6 5.00 7.1 6.00 31.8 20.00 20.3 12.00 17. 12.00 52.8 12.00 
1920 16.9 10.00 11.00 $5.0 15.1 6.00 7.1 6.00 13.3 10.00 18.7 1200 19.9 12.00 3.8 7.00 
1921 6.7 6.50 def 3.50 7.1 6.00 8.4 6.00 168 9.00 25.3 12.00 184 12.00 6.1 2.00 
1922 def . *6.50 10.4 6.00 9.4 18.0 12.00 243 12.00 20.0 12.00 6.0 3.00 
| 
* Estimated 
N.B.—Increases in capital stock responsible for changes in American Tobacco and Reynolds per share carnings For all compames figures | 
| in the left hand column represent earnings per share. Right column dividends paid per share 
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CAPITALIZATION OF TOBACCO COMPANIES COMPARED 


Current 1916 

American Sumatra...... $22,000,000 $7,800,000 

; 3,920,000 pfd. 3,900,000 } 
Com. Goe...... * 150,000 shs. com. 90,000 shs. com. 5 1919 
General Cigar 27,300,000 23,104,000 

7,000,000 pfd. 

Tobacco Products .... ... 97,800,000 agen Gen. 
American Tobacco .. . 143,900,000 94,900,000 
EE ek eedeks 72,300,000 47,600,000 
Liggett & Myers...... 84,000,000 66,700,000 
Reynolds ......... wa . 100,000,000 10,000,000 

















suspension of dividends amount to 54%. 
Obviously, considerable interest is added 
to the situation of the preferred, because 
not only have dividends been resumed but 
business is good and the possibility of 
paying off the accumulations exists. It 
is understood that the management has no 
immediate plans concerning the liquidation 
of these dividends in arrears but will wait 
until the trend of business for 1923 be- 
comes clearer. About a year ago the pre- 
terred was selling below 50 and it is now 
around 81, which is a low price for a 
7% preterred stock, provided dividend 
payments are relatively well assured. One 
trouble with Consolidated Cigar preferred 
is that the stock is not fully seasoned and 
the effect of the depression upon earnings 
is too recent to have restored full confi- 
dence in earning power. Nevertheless, 
the company made an excellent comeback 


last year and with the outlook for general 
business as it is, it would certainly seem 
as if the senior shares were relatively 
cheap from a semi-speculative standpoint. 

In October 1922, the common stock sold 
as high as 4234 and is now about 5 points 
under that price. The company has not 
slid backward since last October and in 
fact the months intervening have given 
promise of better times to come instead 
of the reverse. Of course, the accumula- 
tions on preferred stock are rather a 
stumbling block to dividends upon the 
common. Even so, the common stcck of 
a company which makes the earnings 
comeback which Consolidated Cigar 
did last year is entitled to speculative 
consideration and at levels between 
thirty-five and forty it may be con- 
sidered very attractive from a specu- 
lative viewpoint. 


ip 





GENERAL CIGAR 


1922 Earnings 


N only two years of the last nine 

were the 1922 earnings of the General 

Cigar Company equalled or exceeded. 
In the 12 months ended December 3lst 
last the company returned a surplus equal 
to nearly $10.50 on the outstanding com- 
mon stock after providing for charges, 
dividends upon the preferred and sinking 
fund requirements upon the senior stocks. 
General Cigar was incorporated in 1906 
as the United Cigar Manufacturers Com- 
pany, the present title being assumed in 
1917. The company has an annual output 
of over 500 million cigars in well-known 
brands. Some years ago, the company pro- 
duced about 150 brands, but the policy 
was changed and apparently it has been 
found that nationalizing the distribution 
of relatively few brands is, over a period, 
more profitable than wholesale diversifica- 
tion of brands, many of which establish 
themselves only locally. 

Not only was 1922 one of the best years 
from the standpoint of earnings, but 
working capital at the end of the year 
stood at 15.2 millions, the highest on 
record. Cash was equal to about 50% 
of total amount of current liabilities and 
the ratio of current total assets to total 
current liabilities was about 6 to 1, as 
compared with 3 to 1, two years previous. 

The common stock has been receiving 
dividends from 1909 without break. The 
rate from 1912 through 1918 was $4 an- 
nually and the present rate of $6 
Leen in -cffect 1919. Normal 


904 


has 


since pre- 


Near a Record 


war earning power was equivalent to be- 
tween $6 and $7 a share on the common, 
but in 1921, which was not a good year, 
earnings were a trifle over $7 and it would 
seem conservative to make the statement 
that normal earning power is greater than 
it was during the pre-war period and that 
in years of general prosperity surplus 
earnings will reach a level where dividend 
payments above $6 a share could be 
reasonably made. 

The common stock is preceded by two 
issues of preferred. It requires about 
$660,000 annually to fulfill dividend re- 
quirements on the two preferred shares 
and the company has a net earning power 
which ought to be over $2,000,000 annually 
under all but subnormal conditions. The 
only financing done in several years was 
the issuance of $4,420,000, 7% cumulative 
debenture preferred in 1919. 


Larger Dividends? 


The common stock has had a steady ad 
vance from the low of last year and in 
the present market has established itself 
just above 90, not exactly too high for 
a $6 stock, but at the same time the 
strength might suggest expectation of a 
higher regular dividend rate or of some 
extra payment. 

In connection with the rising tide of 
earnings, it is interesting to note that in 
the first six months of 1922, surplus for 
the common was just short of $4 a share, 


showing how much better business was 
in the second half of-the year, and this 
improvement has been carried over into 
1923. In view of this, the common 
stock seems not to have completely 
discounted earning prospects or, for 
that matter, dividend prospects. 


REYNOLDS TOBACCO 


The record of Reynolds Tobacco dur- 
ing the past year has been one of the 
most impressive of any of the tobacco 
companies. Net earnings of over 20 mil- 
lions in 1922 not only established a new 
high record for Reynolds, but were 
the largest shown by any one tobacco 
company in the history of the tobacco 
industry. 

Reynolds is a company which has made 
large capital adjustments during the last 
few years and has dealt liberally with 
shareholders. As the result of these capi- 
tal adjustments, and the declaration of a 
stock dividend of 33%4% at the end of 
1922, there is now outstanding 80 millions 
common stock, consisting of 10 millions 
plain common and 70 millions class “B” 
common. Both classes have a par value 
of $25 and naturally the greatest interest 
and activity lie in the class “B.” The plain 
common is rather closely held. Reynolds 
has no funded debt, but ahead of the 
common is 20 millions 7% preferred. The 
last of the outstanding short-term notes 
were paid off in 1922. 

At the end of last year, treasury position 
was exceptionally strong. Cash alone was 
almost twice the amount of current liabili- 
ties and total current assets showed a ratio 
of 14 to 1 to current liabilities as com- 
pared with 7 to 1 at the end of 1921. 

The growth of Reynolds earning power 
has been little short of amazing. In 1913 
which was the year of the break-up of 
the old tobacco combine, Reynolds had net 
profits of less than $3,000,000. 


Conclusion 


Naturally enough the growth of earning 
power and the great strength of asset po- 
sition have materially enhanced the invest- 
ment position of the preferred stock, 
which is strongly entrenched and of A 
grade. 

As the 1922 earnings on the common 
stock were double the $3 dividend rate, 
and as the 1923 outlook is most promis- 
ing, there has been some idea that an 
increase in the dividend rate is pos- 
sible. The stock sells steadily just be- 
low the 60 level which would be a very 
liberal market value if a $3 dividend 
completely filled possibilities. How- 
ever, in view of larger dividend possi- 
bilities, the common stock in the 
opinion of the writer is one of the best 
of the tobaccos for a permanent semi- 
speculative commitment. 


AMERICAN TOBACCO COMPANY 


It may still be clearly said that Ameri- 
can Tobacco Company is the premier com- 
pany in the tobacco group and the one 
which still dominates in any consideration 
the industry. There is little “the 
unusual about the current position of the 
company. The earnings report for 1922 
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as not yet been published and no pre- 
inary figures are available. It has 
n stated, however, that the 1922 balance 
the common shares approximated $18 
er share. This would mean a larger 
ual surplus that that for 1921 which 
to that time held the record. 
uring 1922 the company paid off 10 
lions 7% notes one year in advance of 
jaturity and the present outstanding 
mded debt is insignificant, totaling less 
n 2 million dollars. The notes which 
ere retired in 1922 were originally issued 
provide for increased working capital 
uirements arising mainly from ad- 
icing raw material prices. It must be 
y Satisfactory to stockholders that the 
npany was able to take care of the 
irement of notes in advance of maturity 
without new financing. 
Chere is no present question of any 
ration in the twelve per cent dividend 
rale on the common stock nor are there 
rumors of stock dividends or extra dis- 
sements of any kind. In fact, Ameri- 
Tobacco shares are among the most 
rderly and the best established of any 
{ the tobaccos. It is a proven fact that 
the company over a period of years 
earns as strongly as any of the big 
tobacco companies and either the com- 
mon stock or the class “B” common 
represents sound values and an oppor- 
tunity for further price appreciation. 
The six per cent preferred is, of course, 
a high grade investment issue. 


P. LORILLARD COMPANY 


In 1922, P. Lorillard Company had its 
st year, earning a little over $20 a share 
the common stock which is paying 
dividends of $12. During the last three 
ars one of the big features of Lorillard’s 
position has been the reduction of the 
loating debt account. For instance, at the 
d of 1919, accounts and bills payable 
ere over 17 million dollars. At the end 
1922 the account was less than 3 mil- 
ms. As of December 31, 1922, profit 
d loss surplus was 14.6 millions equiva- 
lent to $48 a share on the common stock, 
it there is no expectation that Lorillard 
planning a stock dividend. There is 
some talk that directors might see fit to 
increase the cash dividend or at least pay 
n extra, but at this writing this is a 
matter of speculative conjecture. 
Ahead of the common is a funded debt 
f twenty million dollars evenly divided 
hetween the debenture 7s and the deben- 
ture 5s, both holding an excellent invest- 
ment standing. Likewise the seven per 
cent preferred is high grade. The com- 
mon stock at 220 is past the stage 
where it may be considered atractive 
trom a speculative viewpoint. 


LIGGETT & MYERS 


In the year ended December 31, 1922, 
iggett & Myers earned $24.38 a share on 
he common stock and net income was 
xceeded only by the net income of 1921 
ind then by a small margin. On January 
sth, last, Liggett & Myers shareholders 
atified an increase in capitalization where 
ww the common “B” was doubled 
The purpose of the increase was not an 
iounced and opinion is divided as to 


class 
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whether the company plans to sell a sub- 
stantial block of common stock in order 
to provide for increased requirements or 
whether a stock dividend will be ordered. 
Liggett & Myers is the only one of the 
old line companies that has not declared 
a stock dividend. At the close of 1922 
profit and loss surplus was nearly 31 mil- 


lions whereas total amount of common 
stock outstanding is slightly over 32 
millions. This relationship serves to 


strengthen the idea of a stock dividend. 

The company has a funded debt of ove: 
29 millions and preferred stock of 22 mil- 
The funded debt is divided between 
7s and debenture 5s, which 
although not mortgage high 
grade investments. The preferred is also 
a high grade security. 

Common stock is now paying divi- 
dends at the rate of $12 and earning 
power appears to be about twice that. 
The thought is also suggested that the 
cash dividend rate might be increased 
but whatever results, 1923 certainly 
seems to hold promise of extra dis- 
bursement of some kind to common 
shareholders. 


lions. 
debenture 
issues, are 


TOBACCO PRODUCTS 


In the early summer of 1922, Tobacco 
Products consummated a most important 
transaction when it acquired control o 
United Retail Stores through exchange of 
stock. The business of Tobacco Products 
is mainly the manufacture and sale of 
cigarettes, controlling some of the best 
known brands on the market. United Re- 
tail Stores, as is well known, is one of the 
largest retail distributors of tobacco 
products in the country. 

Tobacco Products has not had the 
impressive kind of an earnings record, but 
in 1922 earnings were equivalent to $9.42 
a share on the common stock. President 
Dixon said about two months ago that 
the position of the company and the out 
look for the present year gave reason to 
believe that the Board of Directors would 
be warranted in placing the common stock 
on a dividend basis. 

The common stock is preceded by Class 
“A” 7% shares and 7% cumulative pre- 
ferred. Both of these issues are receiving 
regular dividend payments, distribution on 
Class “A” having been inaugurated in 
November 1922. This stock is not en- 
irely seasoned, but is still selling in 


most 


the neighborhood of 85 where the yield 
is most attractive and this attraction 
is augmented by the comfortable ex- 
cess of earnings over dividend require- 
ments. The common stock is quite 
speculative and not particularly attrac- 
tive. 
AMERICAN SUMATRA 


American Sumatra since 1916 has had 
a hectic career. Earnings jumped into 
double figures per share on the common in 
1917 and 1918, fell abruptly in 1919, rose 
sharply in 1920, sank again in 1921 and 
in the fiscal year ended July 31, 1922, 
there was a loss of roughly $3,000,000 


In the period of prosperity, dividend 
payments on the common were liberal 
but the stock has paid nothing since 
August 1921 and dividends on the pri 
ferred stock were suspended in March 
1922. The fiscal year of American Suma- 


tra ends on July 3lst, and there was a 
profit and loss deficit on July 31, 1922, 
vl $1,500,000, The first half of that fiscal 
year was much worse than the 
half and practically all of the loss was 
suffered in the earlier six months. 

The company is 
and selling domestic leaf tobacce and the 
1922 crops were good. As stated in the 
introduction to this article, the 
leaf tobacco had a substantial rise last 
year and therefore should the 1923 crop 
be a good one, American Sumatra has a 
chance of materially improving its po 
sition. Nevertheless, earning power re- 


second 
engaged in 


growme 


price ot 


ceived such a jolt that both the pre- 
ferred and common shares are still in 
an uncertain position in popular regard 
and before they can be expected to be 
bought confidently, there will have to 
be tangible evidence of restored earn- 
ing power. 


















QUICKER THAN “ROLLING YOUR OWN” 


To keep up with the constantly increasing demand the big companies have had 
to install all manner of labor-saving equipment. 
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The Copper Revival 


What the Advance in the Price of Copper Metal Means 
to the Leading Producers—Their Dividend Prospects 


OPPER is faring very well these 
C days. With the price of the metal 

above 16 cents a pound as against an 
average of about 13 cents a pound in 1922 
and slightly less in 1921, the industry is 
again looking up after an interval of over 
two years of hard times. Reflected in the 
growing rate of operations in mines, some 
of them suspended for a year and more; 
in difficulties in securing adequate supplies 
of labor; in steadily diminishing stocks on 
hand, and finally in a more or less enthu- 
siastic public regard in which representa- 
tive copper shares are now held, the in- 
dustry may indeed be said to have entered 
a new period of activity. 

So much has already been said in 
former issues of this Magazine about the 
increasingly favorable aspect of the in- 
dustry—a situation borne out by any thor- 
ough analysis of its fundamental position 
—that it hardly seems necessary to re- 
iterate the factors which are contriving 
to restore this important industry to a 
position of stability and profits. However, 
it may be worth while to examine the po- 
sition of the leading customers of this in- 
dustry in order to gaina newer and perhaps 
fresher idea regarding its general outlook. 

A glance at the accompanying graph 
showing the distribution of copper con- 
sumption should give a practical idea re- 


By J. WILSON THORNE 











a WHAT THE COPPERS CAN EARN 
rnings Earnings Present Reasonable 
Fa Share Per oe Current Dividend Expecta- 
on 16-Cent on 18-Cent Price of Rate tions of 
Copper Copper Stock Per Share Dividends 
Calumet & Arizona.........- $4.00 $6.00 64 $2 $4 
Cerro de Pasco......-- : 6.50 8.00 48 3 4-5 
Anaconda ........:-.: 7.50 10.00 52 46 
SEED acnsdenonconesess 2.00 4.00 29 2 
GORE .. nccccccces 10.00 14.00 30 5 8 
Greene-Cananea 3.50 5.50 33 34 
Inspiration ....... 3.50 5.50 44 2 3-4 
Kennecott ......--+-+++: . 10.00 13.00 44 3 527 
Bifemmd oc ccccccccccc cccveces 6.00 7.50 29 2 4 
Utah Copper.........+-+e+0> 9.00 12.00 74 2 5-8 
‘ 























garding future demand for the metal. It 
is not necessary to state the fact that the 
copper industry will be active or inactive 
in proportion to the state of activity or 
inactivity prevalent in the various indus- 
tries which are large buyers of copper. 
Enumerating, however, the biggest con- 
sumers of the red metal are the following 
industries: electrical manufacture, pro- 
ducers of electric wires, cables, etc., ex- 
ports of manufacture, automobiles, ship- 
building and building. The bulk of the 
copper sold is consumed by these indus- 
tries. There are also many minor indus- 
tries, which in the aggregate consume tre- 
mendous quantities of the metal. 
Confining this discussion, however, to 
the more impor- 
tant industries 
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that use copper, it 
will be seen that 
the heaviest buy- 
ers are the manu- 
facturers of elec- 
trical equipment, 
manufacturers of 
cables, wires, etc., 
automobile indus- 
try, shipbuilding 
and building. Of 
these, by far the 
most important is 
the electrical man- 
ufacturing indus- 
try comprising 
such large con- 
cerns as Westing- 
house, General 
Electric, Allis- 
Chalmers, ete. 
When, included in 
this list, cogni- 
zance is taken of 
the buying power 
of such companies 
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4} as Western Elec- 





tric, American Tel. & Tel., Ford, Gene- 
ral Motors, and the huge building indus 
try, the universality of the use of copper 
becomes apparent. 

Regarding the outlook of the metal’ 
best customers, it may be safely said that 
the electrical manufacturing industry, the 
utilities, building concerns and automobile 
manufacturers are going to buy this year 
at a rate probably never exceeded befor: 
in the history of America so far as usagi 
of copper for purely industrial purposes 
is concerned. It is true that the 1923 de- 
mand will probably not equal the enor- 
mous war demand seen in 1915-1918 
Nevertheless the demand will probably b 
large enough to cause a steady increase in 
the rate of copper-mining operations and 
sales. Be it noted though that while 
operating conditions in copper mining 
have improved, there still exists consid 
erable room for improvement as many 
copper companies, having resumed op 
erations only a few months ago, are 
still operating at half-speed. Whatever 
changes, therefore, are made in operat- 
ing conditions this year should be in the 
direction of a larger output. 


Outlook for Prices 


With this prospect facing the industry 
it is apparent that a higher price level 
than that of last year should be main 
tained during the current year. This trend 
has already been evidenced by the recent 
rise in copper prices from 14 to 17 
cents a pound, without any noticeable 
effect on demand which continues to in 
crease. 

Some students of the industry point t: 
the depressed condition of Europe as like 
ly to exert a dampening effect on the cop 
per market. In this condition, it might 
be pointed out that in the past two o1 
three months, the demand from Germany 
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and France has steadily increased, in the 
face of the awkward political condition 
vhich exists in these two countries, dis- 
posing the above-made statement. Cop- 
per is a vitally important metal in con- 
tant use in industrial operations. It is 
ot likely that European nations will care 

»-<do without it. But even in the event 
hat foreign demand for the metal turns 

ut to be disappointingly low, the trend 

1 America with regard to copper con- 

umption is so definitely upward that any 

lack which puts in its appearance on ac- 
uunt of European default of buying will 

e taken up by the buying of our home 

dustries. 4 

Copper of course has a world market, 

nd it is not to be doubted that plenty of 
cllers will be found whenever the metal 

ises too rapidly, but the advantage has 

lowly passed to sellers who at least for a 

umber of months should be in a position 

o demand higher prices for their product: 
Inevitably, of course, the stimulation 

fforded production by a rising scale of 
wrices will result in an enlarged output 
yver reasonable expectations of consump- 
tion and this will drive prices down as 
he advantage returns to buyers. For the 
present, however, this is not a situation 
to cause great concern to the industry 
which has all it can do to prepare for the 
potential demand. 

Copper should at least claim a price 
level this year of 16 cents and there are 
possibilities that an even higher price 
level may be seen. Assuming an average 
16-cent level, however, it is pertinent to 
inquire as to the probable effects on the 
carning power of the larger companies. 
In order to simplify the reader’s under- 
standing of such probabilities, a graph 
has been appended to give an idea as to 
the profits that the leading companies can 
expect to make on 16-cent copper. A 
table has also been added to show what 
some of the leading companies can be ex- 
pected to earn per share on price levels 
of 16 and 18 cents, respectively, together 
with an estimate of the reasonable rate 
of dividends which could be expected on 
the basis of such earnings. 

Attention is aiso drawn to the table in- 
dicating production costs of leading com- 
panies in the field. Comparing these costs 
with market prices of the metal, the 
reader gains a fairly good idea as to the 
prohts per pound. Furthermore, it will 
be noted, as indicated in the graph and 
also in the table, that some producers can 
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| PRODUCTION COsT oF | 

LEADING COPPER 

COMPANIES | 

(Latest Estimate in Cents Per Lb.) 

Anaconda-Chile 11.50 
Calumet & Arizona 12.00 
Calumet & Hecla.. 14.00 
Cerro de Pasco 9.00 
SD. stccus 13.83 
Granby ~ 9.50 
Greene-Cananea 13.18 
Inspiration 12.00 
Kennecott 8.50 
Magma 9.00 
_,Miami 9.00 
Phelps-Dodge 14.00 
Utah .. 9.60 

a _ a 
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get their copper 
out of the ground APPROXIMATE PROFIT & LOSS OF LEADING COPPER PRODUCERS 
at a much lower ACCORDING TO LATEST AVAILABLE ESTIMATES OF OPERATING COSTS 
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than some of the jel 
other producers. } Zo. 
This is an impor- vic 
tant clue as to 2 = } 
ble j ‘ Loss per Pound Profit per Pound 
probable earnings CENTSO9BT6S4921W1234567869 
of the various ceca 1} a 
- : KIL tnt lll 
companies as it 1S KENNECOT Tee ———— | 
, DRADEN- t+ +4 + +++ 
obvious that the CERRO DE PASCO —+—+-+-45- 4+ _ | —_+ _ eee 
° AHMEE oa So ws 
lower the cost of MAGMA aaa ——————— 
production the ananey kk —z—z—i—i~—~—*=~—i—™=—*~séaseEeeeeeeee 
. © the . UTAH an Gn a Oe Oe oe oe 
greater the rate of yaiteo yenot ext | 
prohts. NEW CORNELIA-— aaa Se eee a | 
EAST a) TTE -—$—<p—_4—4 fd td | 
MOHAWK ae ee eee aS - | 
Of course, the | ANAC ON DaA- CAILE+—++++-+-44 | 
, | CALUMET@&A ll oe a me a Oe 
factor of the | TD NA deaminase A a i t | 
amount of pro- |} hivana——-__+ 1+ 114114 | 
duction enters |] GREENE-CANANA—~+————-———+ 
° RAY $$$ $49 —— fed 
largely here and it CHINO S olielaiedeataall 
4 e CALUME » HECLA 4~—+—+—+—+>—_ + 
will be found in PAELPS DOO 2 oe ci ee 
some cases that it 4 A (sons I I 
. ossible or 3 i wo ERIK 
is p ible for 4 NSPIRAT M 
company whose BOR TH Sure 
costs are not im SSCEOLA- 
Al 
the lower ranges TAH N — —_ 
to make greater aes ie | 
ageregate prohts UPER R way 
than a low-cost -E nein é 
producer, provided 
its volume of production 1s materially airly heavy ecarnings, on a basis to jus- 
Utah Copper has tify a large share of disbursements to 


For example, 


higher. 
production than Miami 


a higher cost ol 
vet it should earn considerably in exce 
of the latter company as its production 
normally is several times greater. Still, 
low costs give a good clue as to the earn 
ings stability of a company and for that 
invited to give pat 
nded 


SS 


reason readers are 
ticular attention to the cost table app 


herewith. 


Trend of Earnings 


a glance at the 
Coppers Can 
im- 


On the earnings side, 
table entitled “What the 
Earn” will indicate which of the more 
portant companies are in the best poten- 
tial position in this respect. On 
copper, companies which can earn $10 per 
share or better are few. Thus, out of the 
list of ten compainies given, only Granby 
and Kennecott should be able to earn 
around $10 a share. Inasmuch as these are 
low-priced shares, comparatively, the fact 
that they can earn such large amounts 1s 
significant, indicating a good basis for 
coritinued appreciation of their shares in 
the market. ’ 

Companies which can earn close to $10 
a share on 16-cent copper are Anaconda 
(partly through virtue of its acquisition 
of 2,200,000 shares of Chile Copper) and 
Utah Copper. The rest of the group, with 
the exception of Miami, which should be 
able to earn close to $6 a share, can show 
comparatively indifferent results on 16 
cent copper, though it should be noted 
that in every case they can show profits 
of some size, indicating their greatly im- 
proved position as compared with 1921 and 
1922. 

It is not until 18-cent copper is reached, 
however, that large profits for the bulk 
of the industry can be expected This 
difference of 2 cents a pound in copper 

difference 


represents the 
paratively slim earnings 


16-cent 


between com 


per share and 


shareholders. It will be noted that under 
the calculation of earnings on 18-cent 
base, with ondy several exceptions, every 
one of the companies listed in this table 


an 


can show earnings to justify a minimum 
payment in dividends of $3 a share, the 
only exceptions being Chino and Inspira 
tion both of which are comparatively un- 


attractive from an earnings standpoint 


The Discounting Process 


question now arises as to how fat 
have discounted the pre- 

earnings based on 
prices currently prevailing and those in 
prospect. This discounting has 
been in progress now for about a year but 
issues have reflected the expectation 

Gran 
possibili- 


| he 
these shares 


sumed rate of metal 


process 


some 
of improvement more than others 
by, for example, which shows 

ties of earnings on 16-cent copper of $10 
a share will be found in a vastly more 
attractive position at current prices of 30 
in the stock market than, say, an issue 
such Inspiration which will probably 
not earn over $3-4 a share this year and 
yet which sells at over $44 a share. Con- 
comitantly, Cerro de Pasco at 48 and earn- 
ing probably over $6 a share on a basis 
of 16-cent copper, is more interesting as 
a speculative proposition than Chino which 
sells around 29 and which will probably 
not earn over $2 a share 16-cent 
basis with a maximum of $4 a share if 
copper reaches 18 cents and stays there 
for a while. Thus the reader can go 
through the list and pick out which issues 
are likely to show the greatest apprecia- 


as 


on a 


tion in price on a favorable earnings 
showing. 
Conclusion 
It must be evident from the above that 
while the copper industry undeniably face 


increased 
(Picase turn to pa 154) 


a period of prosperity, not all 
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Education Worth Having 


function. 





and how (and how not) to use them; 
bond, and the difference between good stocks and bad bonds; how homes are 
financed, and what home-mortgages are; why stock exchanges exist and how they 
These are among many problems in Personal Finance which every 
graduate will have to solve sooner or later, and which no schoolboy can begin 
to study too soon. 

Why this study of Personal Finance is not included in every school curriculum, 


to be sure, is a good deal of a mystery. Our educational institutions undertake 


HE American schoolboy can do himself no greater service than to employ his 
leisure moments in self-selected readings in Personal Finance. 

To know what Life Insurance is, and how to use it; what Savings Banks are, 

the difference between a stock and a 


to produce men capable of immediately shouldering the responsibilities and assum- 


ing the risks of independent citizenship. 
necessary to success in the admittedly complex battle of life. 


They undertake to provide the mental training 
Why they consent to give their 


pupils not even a hint of how to invest money, how to budget out a home's expenses, what to 
do with surplus funds that must be put to work, but whose safety cannot be jeopardized— 
that, surely, is a riddle worthy of the Delphic Oracle. 


However, the schools do not include these essentials in their curriculum. 


They cling 


tenaciously to the schedules adopted generations ago, and practised ever since. 
And so, for the young man who is solidly determined to enter the arena with an equip- 
ment of practical knowledge sufficient to his success in after-life, a self-conducted course in 


Personal Finance becomes a duty he may well fulfill on his own initiative. 
Indeed, he will have use for 


think for a moment that the study will not prove worth while. 
the knowledge it gives him from the time he draws his first pay envelope to the time he 


clips his last coupon. 


Don’t let him 


Long after the dusty subjects his school teaches him shall have been 


totally forgotten, a knowledge of Personal Finance will be a resource in constant, daily use. 


ovata, 
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“Burning Money on the Blue” 


How Skilfull Salesmanship Separated an 
Intelligent Business Man From His Money 


By “A. W. B.” 


HAVE worked hard and been toler- 
| ably successful in my chosen business. 

Beginning with the wages of a day 
laborer, I have in twenty-five years estab- 
lished an equity in my business which I 
value at half a million dollars. I mention 
this, not because it has any bearing on my 
story, but because it goes to show how 
well judged is the ancient admonition 
“shoemaker, stick to thy last.” In my 
business, I know how to make money. 
Outside my business, I am learning how 
tu invest my surplus. It has cost me, 
however, many thousands of good dollars 
to learn the wisdom of investment, as 
distinguished from the folly of specula 
tion, and speculations to separate 
the honest gamble from the fake promo- 
tion. For the benefit of others who could 


well endure the losses that 


among 


not perhaps so 


908 


I have suffered, | am minded to relate 
one of the instances in which I was led 
to burn my money on the Blue, and to 
detail the methods whereby I was induced 
to do so. 


Introduced by a Friend 


I am a very busy man. In my native 
state I have several friends of business 
standing, with whom I make a habit of 
exchanging business favors and informa- 
tion and with whom, when occasion offers, 
I am wont to share business opportuni- 
tics. One morning a well tailored and 
prepossessing young man appeared at my 
office, with a letter from one of these 
friends in a neighboring city, introducing 
him as a member of a prominent New 
York brokerage firm. (I may say that, 
on my native heath, I have never met any 


New Yorker who was not prominent. 
Prominent men seem to be as common in 
New York as colonels in Kentucky. I 
have wondered, in meeting some of them, 
whether the title was not more applicable 
to them away from home!) 

The errand of this emissary of wealth 
was to place a small block of stock in 
the Metropolis Film Company, a_ block 
that somehow had been overlooked in 
making the allotments for the metropoli- 
tan market. His approach, through a man 
in whom I had confidence, certainly pre- 
pared me to listen to his story. 
when I knew he had already convinced 
and enlisted my friend, I was myself the 
more open to persuasion and was un- 
consciously disposed to give less careful 
scrutiny to his proposition, since it had 
already satisfied the examination of my 
friend. 

The letter assured me that the broker 
came to my friend well recommended, that 
he had looked up the broker's firm and 
the film company and found everything 
to be as represented; that he had dis 
covered the film business to be one oi 
enormous profits; that certain patents of 
the company were of great value, alone 
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ANOTHER “A. W. B.” STORY 


“A. W. B.,"" member of a prominent New York law firm, 
tells stories that are at once worth reading and readable. 
“plots are based on the actual experiences of some of his 
clients, and as such have a background in fact which adds to 


For the sake of clarity, the “A. W. B.” 


stories are written in the first person. 


His 








worth more than its ten millions of capital 
stock; that he had found its board of 
directors to be exceptionally strong; that 
the company was going into the field of 
educational films, a field so far scarcely 
touched; that the proposition would be a 
marvelous money maker; finally that he 
had been persuaded to accept a position 
as one of the Advisory Board for our 
state, and had been asked to recommend 
one more member from the state. The 
position, it seemed, would take no time. 
The company merely wanted the influence 
and advice of people of standing in our 
part of the country. 


Confirmed by the Broker 


All this was confirmed to me by the 
broker, who gave me even more glamorous 
accounts of the company’s prospects. He 
told me of one of the pioneer film com- 
panies that, with an initial paid in capital 
of five thousand dollars, distributed during 
several years net earnings of over two 
hundred thousand dollars annually, at the 
rate of 4000% per year on the investment. 
I was able to check up this statement and 
I found it true. I did not, however, suf- 
ficiently stress the fact at the time, that 
this other company was organized by men 
who put all their energy and talent back 
of it for their own profit, that it was an 
industry and not a stock promotion, that 
it worked the moving-picture market and 
not the public. 

I read in the company’s prospectus the 
several men, directors and 
officers of the company, of undoubted 
social and some financial prominence, 
whose connection with the company, it was 
said, guaranteed honest and efficient man- 
agement. I was assured they had put in 
a million dollars of their own money. I 
naturally asked why, with these directors, 
the company sought outside capital. I was 
told that 


names of 


“Business, especially big business, has 
awakened to the fact that to continue 
its existence it must not be selfish. 
Present day legislation is mainly by 
the farmer and the country lawyer 
and in order to create a feeling of 
security and public sympathy, an in- 
terest wisely placed is more apt to 
bring cooperation and a square deal.” 


Clever, was it not? To me at the time 
it seemed a plausible reply and it pleased 
me that I was singled out to serve on the 
Advisory Board for my state and to enter 
the select company of Big Business. I 
was assured the company had no preferred 
stock and no bonded indebtedness. It was 
a sound, solid, conservative business propo- 
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sition. Its plan was to combine in one 
company the three branches of the moving 
picture industry, which had never before 
been merged under one management, the 
production of the picture, the development 
and reproduction of the films, their dis 
tribution and exhibition. Thus the scheme 
was tagged with another of the earmarks 
of successful exploitation. Oh merger! 
What profits have followed in thy trail! 
The company had already acquired a con 
trolling interest in a film laboratory in 
New York City, one of the finest plants 
of its kind in the world, a marvel of com 
pleteness, fully equipped to print, develop 
and project pictures. It owned and ran 
five theatres in as many cities. It 
already on a paying basis and would de 
clare its first dividend within a year 


was 


A Letter from the “Governor” 


While I was in the nursing stage, | 
received a letter from the company’s 
“Governor of Education,” with 
magnificent plans for the evolution of edu 
cational films. He pa‘d his disrespects to 
the many companies he had seen start up 
almost over night, calling themselves 
“educators,” companies that existed only 
te exploit certain advertising propositions 
and to get easy money by the 
stock to the public. A “prominent head” 
of a government department was quoted 
as having endorsed the plan. Another 
Advisory Board of well known educators 
was disclosed, who had expressed their 
willingness to cooperate in the work. 
Thus a semblance of great respectability 


replete 


sale of 


and seriousness of purpose was given to 


the undertaking. As to the profits, this 
company was to be a “pioneer” in its field 
Note how the word carried back to th 


4000% company, which in its day was a 


pioneer. Our company would begin with 
out competition, its films would never 
grow stale nor old, because, being edu 


cational in character, they would be of 
permanent interest and value. Profits? 
“Investors in this department today 
be building a permanent income for them 
selves in the future years.” Moral, get 
in while the bars are down and the field 
unoccupied. 

Of course, subsequent interest attached 
mainly to what was not disclosed, but was 
later discovered; that the president of the 
company, its brains, was so _ pressed 
financially that he had several judgments 
against him on personal claims; that the 
boasted laboratory in New York City was 
not in truth a money maker; that the re- 
spected citizens who had loaned their 
names to the enterprise had put in no 
money; that this whole array of names 
had been assembled by the promoter, 


will 


preparatory to going out and separating 
the public from some of its surplus cash; 
that the company’s only important re 
source was in fact a list of respectable 
names, borrowed to back a _ plausible 


scheme, and loaned with too little regard 
for the character of the borrower; that 
as the company had no debts, so it equally 
and no capital; that it 
great hope, plausibly 


had no property 
rested in fact on a 


presented 


Buying a Two-Thousandth Interest 


and bought on 


I succumbed to the lure 
thousand shares of stock, par value $5.00, 


a 1/2000 interest in the corporation, at 
$6.00 per share. My friend had bought 
the same amount at the same price It 


was to be listed on the New York Stock 
Exchange and was sure to go to $10.00 
I was told by the broker that he was 
selling it on a meagre commission of 10% 
When I tracked the beast to its lair, I 
was assured that the broker bought the 
stock as a gamble, at $2.50 per share, and 


was in fact selling his own stock, not th« 
company’s. The president of the com 
pany, of course, greatly regretted any false 


to wus 


representations that had been mad 


but that was a case against the broke 
The other directors did not know the 
stock was being sold. The president had 
put it out. It was mostly his personal 


stock, not the company’s. Resorting to 
the broker, I was told he had been ck 
ceived and misled by c 
schemers who promoted the company, 
he had really represented things as 
had been represented to him. He 


that he had been the 
but that was 


mscience les 
and 
they 
Was, 
of course, sorry 
means of misleading others, 
unfortunately a risk 


that one in his 









business had to 
take. 

Six months 
1iter our 


somewhat 
hasty pur 





chase : 


THAT REMINDS US! 


The above picture, found in a pho- 
tographer’s gallery, reminds us of a 
recent remark by our own Old Timer 
and quoted in these columns, viz.: 

“If you want to have a bed to sleep 
in when you're old you'll have to live 
up to the laws of finance while you're 
young. And the first law of finance is 
‘SAVE IT, MY BOY, SAVE ITr’” 
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the search for in- 
suspect that we 
had been sold a lemon. Then we re- 
ceived. from the Flim-Flam King, the 
president and moving spirit of the enter- 
prise, a tempting opportunity to get out. 
It seemed the government had picked the 
film industry as an easy mark and war 
taxes had put our company to sleep, at 
least until peace came. What we needed 
to do now was to get in and ride with 
one of the war brides, that were carrying 
so many to riches. By putting up twenty- 
five hundred dollars each to buy Oil and 
Sulphur Company's stock, we could get 
the opportunity to exchange Metropolis 
Flim-Flam stock for an equal additional 
amount of Oil & Sulphur stock. Thus we 
would be allowed “full value” for our 
film stock. The irony of the words “full 
value” may have been unintentional. 
Candidly the president advised us to make 
the exchange, though of course he gained 
nothing by the transaction. The offer 
was a special concession to help us, for 
the stock was not to be put on the market. 
It would all be taken by prominent men 
in New York. 

My friend made the exchange and 
thereby one troublesome stockholder was 
removed from the number of those who 
could plague the promoter hereafter. I 
refused the offer. We both came out 
equally well, with nothing. 

It would unduly prolong this story to 
relate the arrest and indictment of the 
principal actors in this fraud, the pitiful 
disclosures of the swindle that had been 
perpetrated on thousands of poor people, 
many of them ignorant foreigners in New 
York City, through New England and 
elsewhere, as well as upon many of more 
substance, of the desperate efforts made 
to free the guilty parties and of the out- 
come of those efforts. While interesting, 
these details are not important. It is time 
to deduce the lessons from my experience 
and end the tale. As I sec it, my worst 
mistakes were these: 

1. I relied on a friend’s opinion of a 
proposition which I should have inves- 
tigated before buying, not afterward; 

2. I relied on the names of well 
known men, who appeared to be back- 
ing the enterprise, with no knowledge 
whether they were investors or dum- 
mies; 

3. I put my money into the hands 
of men I did not know, and embarked 
in an enterprise of the management of 
which I knew nothing; 

4. I allowed myself to believe that 
profits derived from earlier ventures in 
the same field, by men who worked for 
themselves, was a fair index of the 
profits others would make, who might 
work for me; 

5. I required no assurance that the 
company was getting the proceeds of 
the sale of stock. I failed to distin- 
guish a stock-selling scheme from an 
industrial enterprise and, therefore, 
took no thought of its future, beyond 
the time when the promoters should 
have unloaded their stock holdings; 

6. I backed a new and untried enter- 
prise to win big profits, instead of 
being content with a fair profit from 
an established and proven business. 


urgent in 
and to 


be rather 
formation, 
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How to Live On $7,000 a Year 


A “John Doe” 


Analysis 


That Might Prove Helpful 


His savings amount to $3,000 cash, 
and his income is $7,000 a year. 

He has been living in a 7-room apart 
ment in New York City for which he 
pays $150 a month rent, or an average of 
a little over $21 a month per room. 

John Doe wants his child to grow up in 
the country. But he hesitates to rent a 
country home. Rentals in the suburbs, as 
everyone knows, are very high. 

John Doe is wondering whether it 
would not be a good plan for him to build 
a home for himself. He wants to know 
(1) whether home-owning would be more 
economical than rent-paying; and (2) 
whether a home-owning project would be 
within his means, 

Let us see: 


Jo DOE has a wife and one child. 


Cost of Country Home 


John Doe woula probably be satisfied 
with an 8-room home. Such a home, plus 
the cost of the plot, could be erected, 
probably, for not more than $11,000. That 
sum would be split up into three parts: 

The first part, $3,000, would be his cash 
payment at the outset. The second part 
let us make $5,500, or 50% of the total 
value of the property, which goes on Ist 
mortgage. The third part, $2,500, can go 
on 2nd mortgage. 

In figuring the cost of carrying this 
proposition, Mr. Doe should include (1) 
Loss of Interest on his Cash Deposit of 
$3,000, at the rate of 6% annually. (This 
item is always included in “Carrying 
Charges” on the ground that, by so invest- 
ing a sum of money, one forfeits its earn- 
ing power.) (2) Interest at the rate of 
6% annually on the Ist and 2nd mort- 
gages. (3) An amortization charge on 
account of the 2nd mortgage at a suffi- 
ciently high rate to provide for liquidation 
of this mortgage, say, in 5 years. These 


charges, tabulated would show as fol- 
lows : 
First Year 
Int. on $3,000 @ 6%........... $180 
Int. on $5,500 @ 6%........... 330 
Int. on $2,500 @ 6%........... 150 
Amortization @ $500 annually.. 500 
$1,160 


Special Charges 


In addition, Mr. Doe will have to pay 
certain special charges in order to carry 
his project, including such items as insur- 
ance, taxes, repairs, etc. Based on the 
size of his establishment, these special 


charges should about approximate the 


following : 


First Year 
TIER Binet bo ang ahead eee $100 
DS +5. cececustieweaueees 10 
NN ie Shia ee eae 10 
Coal (10 tons @ $14).......... 140 
DE: a1: cc cnhwvhenianweee bin 50 
$310 


In addition to the above charges, which 
are exclusively for maintenance or opera 
tion of the home, Mr. Doe will incur cer 
tain other charges which he will have t 
consider in order to honestly compare the 
cost of home-owning in the country with 
the cost of apartment-renting in the city 
For example: 

Mr. Doe’s wife might have economized, 
while living in the city, on her household 
expenses by engaging a servant for only 
part time instead of full time. She was 
able, we shall say, to get all the service 
she needed in the city for $12 a week or 
$48 a month. In the country, however, 
she will almost certainly have to engage 
her servant on a full-time basis; and for 
such service the cost will probably be 
about $70 a month. Thus, by moving to 
the country, increased wages of about $22 
per month would be incurred by the Does, 
or total wages of about $840 a year. 

Mr. Doe himself will have to commute 
to and from his country residence—some- 
thing, of course, which he did not have to 
do in the city. This will involve an addi- 
tional monthly expense of about $15 or 
about $180 a year. 

The grounds around the place will have 
to be kept up. There will be a furnace 
to have attended to; there will be other 
“handy-man” jobs that Mr. Doe, unless 
willing to attend to them all himself, will 
have to pay to have done. And if he 
does pay to have them done, he won’t get 
out much under $10 a month, or $120 a 
year. 

Collecting these three items in 
form, we have the following: 


table 


First Year 


rr rer nen nn 5 $840 
POD oo cu nasecknanen 180 
Ground Expenses, etc. ........ 120 

$1,140 


With the exception of a part of the 
Servant’s Wages, all the charges cited 
above may be added together and. then 
contrasted with John Doe’s present rental 








rent-paying. 


taken. 
you will find interesting. 





OHN DOE, a typical American male, is tempted to build a 
home in the country, but hesitates. 
first, whether home-owning would be, or could be, cheaper than 
Secondly, he wishes to know how his Personal 
Budget would shape up if a home-owning project were under- 
Above is an analysis of his problem which we think 


He wishes to know, 
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costs. They may be so added because— 
with the exception of that part of the 
Servant’s Wages already referred to— 
they constitute charges that would be un- 
avoidable by a home-owner in the country, 
although not encountered by rent payers 
in the city. 

The part of the Servant’s Wages that 
cannot be included in this total, of course, 
is the part Mrs. Doe has to pay in New 
York—$48 a month. Deducting this from 
total wages, we have an annual excess 
Servant charge of $264. 

Mr. Doe’s “Total Carrying Charges” on 
his country place, then, in which will be 

cluded all items common to suburban 
residence as opposed to city rent-paying, 

ot up as follows: 
First Year 





DON cadescusedachencsneeds $660 
RE ee 500 
Taxes, Insurance, etc. ......... 310 
Excess Servant Wages......... 264 
GEE ev catckeneseseeas 180 
Ground Expenses, etc. ........ 120 

$2,034 


This total of $2,034 for the first year 
is at the rate of about $170 per month. 
Remembering that his city apartment only 
cost him $150 a month, it would seem that, 
n the first year, Mr. Doe’s country home 
will cost him $20 per month more than 
his city home. Answering his Question 1, 
then, as to whether home-owning would 
be more economical than rent-paying, it 
might at first appear that the opposite is 
true. 

However, there are two points that must 
be considered here: One is that $500 of 
Mr. Doe’s carrying charges in his home- 
owning project would go toward increas- 
ing his equity in the property—would be 
invested, in short. Of course, none of 
his city rental money would be going to 
any such purpose. 

Secondly, we must consider that, after 


five years’ time, the 2nd Mortgage will 
have been liquidated, and both principal and 
interest thereon will cease. These amount, 
for the S-year period, to an average 
of $590 a year. Deducting this $590 from 
our $2,034 total, above, we find that Mr. 
Doe's residence will cost him only $1,444 
annually from the 6th year on, or less 
than $121 a month. As the value of his 
land will probably increase during his 
ownership at a rate sufficient to offset any 
deterioration in the value of his build- 
ing, it may properly be said that, by build- 
ing, Mr. Doe will get for $121 a month 
in the country considerably more than he 
could get for $150 a month in the city. 


Can He Afford It? 


To determine whether or not Mr. Doe 
could afford such a project we must foot 
up his other expenses. 

Good housewives can feed a family of 
three, with occasional guests, for about 
$24 a week, at present prices. That makes 
$1,248 a year. 

Gas and electricity should not exceed 
$6 monthly, and telephone $8 monthly, or 
a total of $168 yearly. 

Mr. Doe will do well not to underesti 
mate medical expenses. He should allow 
$150 a year for this, and count himself 
fortunate for any balance of that sum he 
does not have to spend. 





A $7,000-a-YEAR BUDGET 
First Year 


Home ee 29% 
ae: 17% 
Gas, Elec. & Tel.. 168 
Medical ........ 150 
Recreation ..... . 350 
Clothing ........ 500 
ee 50 
Insurance & Savgs. 2,670 39% 





$7,000 














Points for Income Builders 


Plain 


Definitions of 


“Partial Payment 


Plan” and Other Much-Used Financial Terms 


HE “Partial 
Payment Plan,” 
when first de- 

vised, was no doubt 


uable mechanism for 
the use of small in- 
vestors. It provided 
m= for the sale of se- 
curities on nothing more nor less than 
an “instalment” basis, title to securities 
contracted for under the plan passing to 
the buyer only after the last payment had 
been made. 

Because the plan offered a new way of 
encouraging small investors into their 
lairs, however, Partial Payment accounts 
soon became the stock in trade of about 
every bucket shop in the street. As a re- 
sult, the mechanism very speedily fell into 
disfavor—not due to any fundamental 
for MARCH 17, 1923 





weakness in the plan itself, but solely be- 
cause of the number of illicit “brokerage 
houses” which adopted it as bait. 

Today, there are a good many less 
bucket shops than there were three years 
ago: so the resumption of Partial Pay- 
ment dealings by reputable houses may 
occur. Income Builders attracted by the 
obvious advantages offered by the plan 
can be advised to consider it more favor- 
ably than formerly, although the ability to 
read in and out and through and across 
any partial payment contract they are 
asked to sign is just as essential as it 
ever was. 

Adjustment Bonds 


In the good old days, any railroad could 
sell a bond issue and some railroads 
seemed to be able to sell any number of 
bond issues. Pyramiding capital obliga- 
tions soon became the favorite sport of 


Unless Mr. and Mrs. Doe are to live 
in monastic confinement, something will 
have to be allowed for their entertainment. 
For theatres, dinner parties, excursions, 
etc., all under the head of “Recreation,” 
then, let us allow $250. Beside this, a spe- 
cial sum will have to be set aside to 
finance Mr. Doe's vacation. If he does 
not spend this reserve, so much the bet- 
ter; but it should not be ignored We 
would put it at $100, making the total 
for Recreation $350. 

How much Mr. and Mrs. Doe 


spend on clothes, they alone can say. But 


will 


there is an estimate that does not seem 
improbable : 
are $100 
SD ‘ediuaasees 150 
Ee eee 100 
re 50 
Incidentals ..... a 100 
WE Matansadnauteunaaene $500 
There is but one more item Books. 


The item includes newspapers and maga- 
zines, as well as novels, histories, etc. As 
a fair average of the amount of money 
to be justifiably spent on this account, we 
suggest the sum of $50. 

Adding up all the items given, we get 
the results shown in the 
enclosed table. We believe our 
will agree that, had we worked in a direc 
tion opposite to the one we did work in, 
i.e., had we divided up the $7,000 income 
into separate parts first, and then adjusted 
expenses to suit those parts, we could 
scarcely have done better. Our budget 
shows only one quarter of Mr. Doe's sal- 
ary going for “rent” (in this case, carry- 
ing charges) while over a third of his 
salary would be available for life insur- 
ance and savings. It would be difficult to 
develop, a much sounder budget. Un- 
doubtedly, Mr. Doe would be wise to build 
a home. 

What do our readers think? 


accompanying 
readers 


the day, as a result, and some of the prop- 
erties were saddled with funded debts that 
were considerably bigger than the roads 
themselves. 

In the day of reckoning, these unwieldy 
bonded debts had to be cut down, and by 
means of reorganization they were cut 
down in a good many cases. New capi- 
tal structures were formed, with readjust 
ment centering on the funded debt. 

In such cases, the new bond issues that 
were created in place of the old were 
often called “Adjustment Bonds” and that 
is all the term “adjustment bond” im- 
plies—a bond issued in course of a read 
justment of a capital structure. 


Purchase Money Bonds 


To cover the purchase of property or 
securities by a corporation, a purchase 
money mortgage may be created. Bonds 
issued against such a mortgage are known 
as “purchase money bonds.” 


Commodities 


Any article of value which is bought 
and sold mm the marketplace may be in- 
or 














































cluded under the general heading of “com- 
modities.”. The habit, Wal 
Street, to confine the word to foods and 
foodstuffs, needs to be corrected, since it 
may be applied to iron, steel, silver, lum- 
ber, asbestos, and so on. There a 
separate marketplace, by the way, for 
many of the more important commodities, 
including Cotton Exchanges, Coffee Ex- 
Sugar Exchanges and Produce 
Exchanges. 


outside of 


is 


changes, 


Capital Obligations 


\ going concern will have various sorts 
of debts outstanding that it must eventu 
ally meet. There will be what are known 


as its Bills Payable and Notes Payable, 
constituting part of its Current Debt. 
There will* also be its outstanding Bond 


i 


issues, representing its bonded, or “funded” 
debt. Obligations of the latter 
sometimes referred to as “capital obliga- 
tions,” since they are included in the 
“capital liabilities” of the organization. 


sort are 


A corporation will often have a larger 


floating, or unfunded, debt outstanding 
than is desirable, and will take advantage 
of a desirable situation in respect of 


money rates to take up part of this debt 
through funds derived from the sale of 
bonds. By this means, a “floating debt” 
will be transformed into a “funded debt,” 
or a capital obligation. 

This latter process is known as “fund- 
ing,” and bonds issued for the 
are knewn as “funding bonds.” 


purpose 


* Not all companies have funded debt 





Solving Individual Insurance Problems 
Two General-Interest Inquiries Answered for Readers 
By FLORENCE PROVOST CLARENDON 


AN “INCOME BOND” 
For a Woman Worker 
admirer of 
receive your 
which 7 
will 


reader and 
wish to 
investment 


IT am a_ constant 
your Magazine, and 
opinion regarding an 
am considering. My of 
depend wholly upon your advice. 

1 am self-supporting woman of 
three years of age, paying back what 1 
borrowed to complete my university cduca- 
tion, I have saved from a salary which has 
increased during that period from $20.00 to 
$37.00 per weck, an amount which has enabled 


course action 


thirty- 


a 


Since 


me to purchase securitics now valued at ap- 
proximatcly $6,000, 

The investment in which I am intcrested 
is the Income Bond of the Equitable Life 


Assurance Socicty of the United States, which 
requires an annual deposit of $320.10 made 
until I am fifty-five years of age, or $203.05 
made until sixty years of age (this premium 
includes the additional charge required for the 
disability clause), at which time I shall re- 
ceive a guaranteed life income of $600 per 
year The policy is participating, and the 
insurance agent states that the bond will aver- 
age three per cent in its carning power over 
that period, 

Upon figuring, roughly, I estimate that by 
investing the same amount of money in securi- 
tics which will yield six per cent (this interest 
would be re-invested at approximately the 
same rate), I would have a yearly income of 
approximately $800 per year instead of $600. 
Please let me know if it is your opinion that 
the greater degree of safety of the income bond 
and the insurance provided by the disability 
clause (in case of disability through accident 
or sickness no more premiums would be paid 
and the annuity payments would begin at the 
expiration of six months after I became dis- 
abled) would warrant the much smaller rate 
of intcrest received, 

Since you are doubtless familiar with 
provisions of the Equitable Income Bond 
scribed, it may be that you will be able to 
inform me approximately the interest rate 
which I would be receiving on the principal 
invested, at the age of fifty-five or sirty years, 
also whether any other large insurance com- 
pany offers a more attractive annuity policy 

Should you advise me to take out such a 
policy, would you favor an annuity beginning 
at the age of fifty-five years or sirty years? 
In this connection it might be well to state 
that my health is fair.—B. G. 8., Chicago, 11. 


the 
de- 


1 am familiar with the Income Bond 


of the Equitable Life Assurance So- 
ciety in which you are interested, and 


regard it as a favorable investment for 
a self-supporting woman desiring to ac- 
cumulate a safe and conservative thrift 
fund for her old age. It is the part of 
wisdom for business and professional 
women to prepare during the years of 
active vocational life for the time when 
912 


earning power will have waned or the pe- 
riod when she contemplates retirement 
from business life. 

You inquire whether we can advise you 
of the approximate interest rate which 
you would receive on the capital invested 
in the Income Bond considered by 
If you invested in a bond of this charac- 
ter at your present age, the premium-pay- 
ing period would extend from 22 to 27 
years into the future, depending upon 
whether the bond were to mature at age 
55 or age 60. It is not possible to pre- 
dict what dividends may be payable by 
any insurance company over so long a pe- 
riod of years; and, moreover, the giving 
of such estimates is discouraged by the 


you. 


insurance departments of a number of 
States. 
There is no question that the invest- 


ment of money in an annuity issued by an 
“old-line” company offers greater securi- 
ty than investment in many, if not most 
of the so-called “gilt-edge” bonds. While 
you would, as you state in your letter, 
obtain an income of approximately $800 
a year by investing in securities at 6% 
the same amount of money that it is sug- 
gested you apply in payment of premiums 
on an Annuity Bond, I would call to your 
attention the fact that it is impossible to 
invest these small amounts over a period 
of twenty or more years at 6% interest. 
You would do well if you realized 5% 
interest on safe and conservative security 
holdings. It is quite as difficult to figure 
ahead on your own probable interest rate 
as it is to estimate on the exact amount 
of life-insurance dividends throughout 
the life of such a contract. 

We prefer not to give preferential 
advice regarding the “old line” life-insur- 
ance companies. Doubtless you can ob- 
tain information from any of the well- 
known companies regarding annuity bonds 
if you apply to them for rates, etc. 

You do not state whether you have any 
dependents. It is possible that one or 
both of your parents, or some member 
of your family may be partially, if not 
entirely, dependent upon you for support. 
In such case it would be preferable that 





take form of insurance which 
would enable you to leave the proceed 
of your policy to your beneficiary in event 
of your death before the Endowment or 
Income became payable to yourself. 

The “Old Age Income Policy” whic! 
is issued by several of the best life-insur 
ance companies combines the advantage 
of family protection with independenc: 
in old age. At your age you could secur 
a policy on this form maturing at ag 
60, at an annual premium of $258 (par 
ticipating). This policy would guarante: 
to you an annual income of $600 a yea 
after attaining age sixty throughout thx 
remainder of your life. If you died afte: 
receiving less than ten annual payments 
the portion remaining unpaid during tha 
period would be payable to your name: 
beneficiary. If you preferred to do s 
on attaining age 60, you could ‘take 
lump sum of $7,684 instead of the atinua 
payment $600 throughout the remain 
der of your life. If you should die be 
fore attaining 60, your beneficiary 
would be entitled to receive a lump sun 
of $5,192, or an income of $600 per year 
for ten years. 

This “Old Income Policy” 
little more than the Income Bond you de 
scribe and combines both protection 
a beneficiary and guaranteed life income 
in your old age. The Disability Benefit 
could be included in this form of policy 
The policy would earn dividends not only 
during the premium-paying but 
also between age 60 and age 70 when the 
fixed income is being paid. 


you a 


of 


age 


Age cost 


lor 


period 


CHANGING INTO MONTHLY 
INCOME 


From a “Lump-Sum” Policy 


Your Building Your Future Income Depart- 
ment 4s very instructive. Would like to have 
Florence Provost Clarendon enlighten me on 
the following questions: ; 

I have a Postai $10 monthly income policy 
payable to daughter now 7 for 24 years; also 
a $2,000 policy payable in lump sum to same 
daughte; 

Now, 
wmtoa 


this last cannot be changed 
monthly policy, so I want to 
find out if there is not some way I could make 
af } trust company that she 
could get it the monthly income plan in- 
stead of in lump sum? 

Also, I am “building up a future income” 


policy 
tncome 

rarmable fo a 80 
on 


which I would like to leave to daughter tn 
same way—payable to her monthly Would 1 
have to make a will, etce.?—A. A. L., Chi- 
cago, Jil. 


I am surprised to read your statement 
that a policy of $2,000 payable in a lump 
sum “cannot be changed into a monthly 
income.” Nearly all modern policies con 
tain an option whereby the sum insured 
may be taken in instalments over a period 
of years. It may be that your policy pro- 
vides for yearly instalments of less than 
$10 per month, and in such case probably 
a suggestion that the instalments be paid 


quarterly would meet with a favorable 
response. 

The provisions in insurance policies 
frequently enable the insured to avoid 
complicated provisions by will. Neverthe- 


less, if you are building up an estate 
through the savings bank, or by any other 
method, it is always desirable that you 
should execute a will. Then there will be 
no question or doubt as to the carrying 
out of your wishes. 
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Gilt-Edged Corporation Bonds 
What They Are—-How to Analyze 


Them—tTheir Status as Investments 


(This is the seventeenth article m a 
ries being published here for the two- 
ld purpose of introducing students to 
e elementary facts of practical finance 
id assisting Income Builders in the ju- 
ious investment of surplus funds. Pre- 
mus articles of the series appeared in 
ccessive tssues to date.) 

~ F the series of which this is the seven 

teenth article has served its purpose, 
students of the financial system have 

fairly complete understanding of the op- 
tunities and drawbacks offered by: 

(1) Saving Banks 

(2) Government Securities 

(3) Equipment Trust Bonds 

(4) Building & Loan Certificates 

(5) Municipal Honds 

(6) Mortgage Bonds. 

Each one of these mediums was ana- 
zed in a previous issue in a separate ar- 
cle devoted to the purpose. 

It is now time to take up the next sub- 
ect on our schedule, viz., “Gilt-Edged 
orporation Bonds” and, in accordance 
vith the plan adopted earlier, to show (1) 


What They Are, (2) What They Offer 
nd (3) Where and How They Are 
Dealt In. 


At the outset, a warning note may well 
be struck for the benefit of any reader 
who may hope to secure a complete know! 
edge of Corporation Bonds, gilt-edged or 
otherwise, from -what is to follow here. 
As those who are in this field too well 
know, Corporation Bonds offer one of the 
really complex and involved studies of 
the day, and to attempt to cover them 
adequately in the few pages at our dis- 
posal would be necessarily futile. About 
the best that can be done is to tabulate 
and define the outstanding features of the 
subject, leaving the innumerable related 
features, often no less important, for inde- 
pendent investigation. 


What They Are 


Corporation bonds, in general, are the 
paper tokens of indebtedness issued by a 
corporation in acknowledgment of funds 
“loaned” to it by the investing public. 

These debt-tokens always have a cer- 
tain limited period to run. That is to say, 
the corporation expressly undertakes to 
return monies borrowed via the bond 
route on or before a specified date. That 
specified date is known as the “maturity” 
date of the bond. 

As security for the funds borrowed 
under the bond plan, the Corporation sets 
aside a certain part, or all, of its property 
and names this “part” when offering the 
bonds for sale. The bonds may then be 
said to have a “lien” on that part of the 
property, meaning that, in event of failure, 
such values as are derivable from the sale 
thereof accrue to the holders of the bonds. 

During the period in which the bonds 
have to “run”—that is, from the date of 
issuance to the date of maturity—a fixed 
rate of interest on the face value of the 
bond must be paid by the corporation, 
whether the corporation's current earnings 
frre MARCH 17. 1023 





are sufficient for the purpose or not. (Ex- 
ceptions to this rule include certain bond- 
types whose interest rates need not be 
paid unless earned; but as these are un- 
usual types, they may, for the time, be 
ignored here.) 

These are the three outstanding char- 
acteristics of corporation bonds in gen- 
eral; and, incidentally, are the elements 
which distinguish them from capital stock 
The latter, of course, has no definite 
maturity date. Except in the case of pre- 
ferred stock (and not always then), stock 
is neither limited as to participation in 
the earnings of the corporation nor en- 
titled to a certain set interest return, irre- 
spective of earnings. The “rights” of 
stockholders in event of insolvency are 
not provided for by legally drawn “liens” 
on specific properties. 


It is because of these fundamental dif 
ferences between bonds and stocks that, 
where the bondholders in a corporation 
are known as its “creditors,” the stock- 
holders are known as its “partner 


Separating the “Good” from the “Bad” 


Just as some common stocks are very 
good investments while others are very 
poor investments, important differences 
occur between corporation bonds. Students 
and Income Builders alike would do well 
to discard any notions they may have 
formed to the contrary. It is possible 
to make as disastrously costly an in- 
vestment in corporation bonds as in 
corporation stocks; and to regard all 
corporation bonds as even similar in 
investment merit solely because they 
are bonds is to fly in the face of provi- 
dence. To hold, for example, through a 
mortgage bond a “first lien” on _ the 
property of a successful, going concern, is 
to have an investment of superior order; 
but a similar lien on the property of an 
unsuccessful concern, or one which is 
going largely by the grace of God, is to 
have something very unlike a “superior 
investment.” Surely, that is obvious. 


It is in attempting to distinguish be- 


tween the good and the bad in this corpo- 
ration bond field that the majority of the 
complications suggested at the beginning 
of this chapter occur. One finds, after 
research, for example, that the principal 
factors affecting one bond, as representing 
a certain type of company, are compara- 
tively unimportant in the case of another 
bond representing a different type. Or, 
one finds that the legal features surround- 
ing any given bond—the wording of its 
“indenture,” perhaps—are so abstruse or 
involved as to make a clear delineation ot 
its investment merits a task for advanced 
experts. Or, finally, the property con 
stituting the security for a given bond 

the property upon which it enjoys a lien 

may prove difficult to evaluate, perhaps 
because other bonds may 
(superior) or junior (lesser) lien on that 


have a senior 


same property. 

However, there are a few rules of suf- 
ficiently wide application to warrant tabu- 
lating here, if only to serve to introduce 
the student-investor to the chief laws of 
the field. These are included in what 
follows : 

Stability: The first requirement in 
a corporation bond should be that it 
represent a company engaged in an 
enduring and well-developed line of 
business. 

Most bonds are sold to mature only 
after twenty or thirty years’ time. There 
are some that run for over one hundred 
years. Of course, if the corporation 1s 
to be able, at these far-distant maturities, 
te repay the sums borrowed, its line ol 
business must be of a lasting variety, and 
its ranking in that business high. Oil 
companies or mining companies can seldom 
float bond issues successfully, because, as 
a class, they cannot be said to represent 
“enduring” lines of work. Railroad com- 
panies and well-intrenched manufacturing 
companies come closer to the mark 

Security: The greater the value of 
the particular property against which 
a bond has been issued, by contrast 
with the total face value of the entire 
bond issue; and the higher the lien of 
the bond on that property, the greater 
its investment merits will be. 

Thus, railroad properties, in many cases, 
have bond issues outstanding, the security 
for which is.represented, in part, by cer 

(Please turn to page 945) 




















“ENDURING AND WELL-INTRENCHED” 
The plant pictured above is typical of corporations of the “enduring” sort, whose 
bonds are held to be more suitable for investment than bonds of concerns sub- 
ject to sudden changes and of uncertain life 
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Inflation and the Public Utilities 


Operating Costs Are Advancing But Offset to Some Extent 
by More Economical Management—Earlier Hopes Not Realized 


ITH annual reports of the public 
W utility companies coming in daily 

and showing generally that in 1922 
most of them enjoyed one of the best 
years from the viewpoint of earnings 
since 1917, it is pertinent to ask what can 
be expected of them in 1923. Rising com- 
modity prices and the failure of labor to 
go through the deflation process are affect- 
ing operating costs with indications that 
they will continue to go higher in the 
near future. Rate-making bodies are 
showing a _ disposition to go more 
thoroughly into the question of rates and 
reductions are becoming more frequent. 
Summing up the situation briefly, it can 
be said without fear of contradiction that 
while the outlook is good, public utility 
companies will not by any means have 
things all their own way. 

On the other hand, under the stress of 
war-time inflated conditions, operators of 
the properties learned many lessons in the 
art of economy. The lessons taught dur- 
ing the period of high operating costs are 
standing in good stead now 

If we are in for another period of in- 
flation, the public utilities are bound to 
be affected by high operating costs. Poor 
business conditions do not deprive them 
of any great amount of business for the 
product of most of them is essential. Of 
course, there are many exceptions to this 
rule, but generally in poor years as a 
class they manage to make fair showings. 
In bad times, labor and commodities are 
plentiful and cheap. 

Speaking at a recent meeting of oper- 








WHERE THE MONEY GOES 


ATYPICAL PUBLIC UTILITY BUDGET 
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COMPARISON OF PRICES OF 
MATERIALS 
(Used in Gas Production and Dis- 
tribution. Furnished by One of 
the Largest Companies) 
Pre- Prices Prices 
war January January 
Prices 1,1922 1, 1923 
Anthracite (ton) $4.67 $10.73 $10.60 
Bituminous coal 
Domestic (ton) 3.30 7.51 7.63 
Foreign (ton) .... eene 8.50 
Gas Oil (Gal.).. .03 .06 .0552 
Wrought Iron 
Pipe (ton)... 652.50 124.00 160.00 
Steel Pipe (ton) 37.50 60.00 80.00 
Iron _ Fittings 
a ees 120.00 197.00 195.50 
Cast Iorn Pipe 
oS Pree: 21.50 46.50 56.10 } 
Cast Iron cast- 
ings (ton).... 58.00 110.00 112.00 
Fire brick per M_ 21.00 50.00 60.00 
Lumber per M 
eT pwanedens 32.50 57.50 57.50 
Red brick per M___7.00 17.00 18.50 | 











ators of public utilities, the head of one 
of the largest gas companies expressed 
himself as being keenly disappointed at the 
failure of the cost of supplies to stay 
down. Labor, he said, he despaired of 
ever coming down. Labor costs are now 
105% higher than in 1913 and 80% higher 
than in 1916. 

Following the ending of the war, oper- 
ating costs again started to mount reach- 
ing their peak about the latter part of 
1920. Deflation process brought them 
down but last year again saw them on 
the upward movement and keen disap- 
pointment is felt at their failure to stay 
put. A glance at the accompanying table 
will serve to show the advance of prices 
of chief materials entering into the manu- 
facture of gas. The greatest advances are 
in the iron and steel products but coal 
which is the chief item is still up. Gas oil 
shows some slight recession over a year 
ago but advancing prices for crude seem 
to point to higher prices for this product. 


Cost of New Money 


Labor, coal and gas oil constitute the 
three major items entering into the manu- 
facture of gas. The trend of coal and 
oil are shown in the table but labor costs 
vary in different sections of the country. 
Whereas unskilled labor five or six years 
ago could be obtained at 30 cents an hour, 
it is difficult to obtain now at 60 and 70 
cents. 

Advancement of the rediscount rate by 


the Federal Reserve banks of New York 
and Boston, at least for time being, has 
had a depressing effect on bond prices 
With commodity prices going upward and 
big business needing more funds to carr) 
on, cost of borrowed money goes higher 
which in turn will cost public utility com 
panies more when they are putting out 
new issues of bonds. However, this factor 
is but a small one in comparison with 
other items but must be considered as a 
legitimate part of cost of operations. 

The position of the gas companies has 
been related earlier. The companies pro- 
ducing and selling electricity seem to be 
in the best position of all though their 
costs are advancing rapidly. The hydro- 
electrics do not have to worry about fuel 
supplies but costs of transmitting power 
are up. Copper at current prices is selling 
around 17 cents, an advance of more than 
20% within a year. 

Steam coal used in the generation of 
electric energy is up from twelve to four- 
teen per cent over prices of a year ago 
This refers to coal on large contracts 
taking no account of rapid fluctuations 
due to the strike. Fabricated products 
which are used in distribution and pro- 
duction of electricity are estimated to be 
up ten per cent over prices of a year ago. 

Tractions 

Troubles of the traction companies are 
still with them. The accompanying graph 
showing division of operating costs of 
these companies shows in this instance 

(Please turn to page 953) 








HOW TRACTION OPERATING 
EXPENSES ARE DIVIDED 
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Western Union Telegraph Company 





Should Investors Hold? 


Many Rumors Advanced to Explain Upswing in 
Stock—The Outlook for an Increase in the Dividend 


By JAMES N. PAUL 


ARKET activity and advancing 

prices for Western Union shares 

have brought forth the usual num- 
of conjectures as the reasons for its 
dvance. The crop of rumors in this in- 
tance runs all the way from talk of 
tock dividends, rights to subscribe to new 
shares to expectation of a higher dividend 
rate. Examination of the situation re- 
veals that so far as the near future is 
concerned, with ‘one possible exception, 
none of the theories advanced is able to 
hold water. 

At current levels of around $117 a 
share, paying $7 annually in dividends, the 
stock is getting into ground where it does 

it compare favorably on a yield basis 


with other stocks of equal merit. A yield 
of a fraction less than 6% is shown on 
the investment at this price. American 
Telephone & Telegraph Co. stock, for 


instance, nows pays $9 annually in divi- 
cends, and at the current price of $125 a 
share a yield of better than 7% is shown. 
The latter compares very favorably with 
Western Union, both companies last year 
showing earnings of about $11 a share on 
the stock issues. 

Boiling down the many rumors, the 
answer seems to be that Western Union 
s in line for an increased dividend. No 
increase, however, is looked for soon, but 
t is likely that later in the year an in- 
crease will be ordered, probably to $8 a 
share. 

Looking still further ahead, it is be- 
lieved that when present expansion of 
able facilities is completed, the manage- 
ment aims eventually to put the stock on 
1 $9 basis. This contingency, however, is 
too far in the future to be forecast with 
any degree of accuracy. 

Aside from factors likely to affect the 
price of the shares in the near future, as 
one of our largest public utility properties 
with gross earnings running well over one 
hundred million dollars annually, a dis- 
cussion of outlook and earning power 
seems well worth while. 

Living in an age unprecedented for the 


number of startling new inventions, it 
would indeed be presumptuous to say that 
radio communication may not eventually 
eliminate transmission of messages by ex- 
pensive wire systems over land and under 
sea. This is very far in the future, how- 
ever. Officials of Western Union were 
recently quoted to the effect that while 
not denying that radio communication was 
not to be laughed at, it was not to be 
feared as long as wire communication was 
able to maintain its advantages 
of delivery of messages and element o 
secrecy. To broadcast a message through 
the air means that it can be picked up by 
anybody having a receiving outfit. The 
wire companies are estimated to do better 
than 80% of the business at present. If 
improvements are to be made in air com- 
munication which might menace the busi- 
ness of the telegraph and cable companies, 
the character of the management of West- 
ern Union seems to assure us that the 
company will be in the lead to take ad- 
vantage of better means of communica- 
tion. 

Another, and perhaps the best answer, to 
those who believe that radio will soon sup- 
plant the wire service is found in the fact 
that the company is losing no time in ex- 
panding its cable facilities. It is not alone 
in this, as its competitor in this country, 
the Postal Telegraph system, is doing 
likewise. 

An elaborate program calling for the 
expenditure of about twelve million dol- 
lars has been mapped out. It calls for 
cables via the Azores which will connect 
up Germany, France and Italy. Despite 
plans for improvement, no financing is 
contemplated at this time to take care of 
the expansion. The knowledge of the 
plan to expand probably can account for 
the rumors that additional stock might. be 
offered to shareholders to pay for exten- 
The preliminary report for 1922 
operations showed that $2,000,000 had 
been put aside out of earnings to defray 
the cost of early stages of cable develop 
ment plans. 


certainty 


sions. 











WESTERN UNION EARNINGS 
Net, Incl. Other Amount 
Gross Inc. and After Dividends Earnings Added to 
Earnings Bond Interest Per Share Per Share Surplus 
Cr eee $45,783,513 $3,324,917 $3 $3.24 $242,671 
1914... 46,264,777 5,371,385 4 5.33 1,382,500 
1915... 51,171,795 10,167,592 5 10.19 5,181,228 
1916... 61,919,141 13,561,830 6 13.59 7,577,263 
76,994,511 14,365,366 7 14.40 7,383,068 
1918.. 54,283,411 11,619,813 7 11.64 4,637,432 
tn ditneeneesnes 55,308,639 13,083,658 7 13.11 6,101,186 
1920... 7 119,991,825 13,303,122 7 13.33 6,320,584 
Di tikvbiwanaseeanekwe 155, 9,633,808 7 9.65 2,651,186 
Ss LL 11,234,126 7 11.26 4,254,504 
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income account for last 
year’s operations indicate that earnings 
on the capital stock outstanding were 
equal to $11.26 a share compared with 
$9.65 the previous year. It is interesting 
to note that two million dollars was taken 
out in the income account for develop- 
ment of cables. Roughly, had this item 
not been taken out of earnings, it would 
add $2 a share to earnings. 
Preliminary figures for 1922 
compared with 1921 are shown in the ac- 
There is not likely to 


Preliminary 


earnings 


companying table. 





be any change shown in the annual re- 
port from the preliminary figures tor 
1922 
EARNINGS COMPARISON 
1922 

Gr revenue. . $107,081,109 
Repairs and depr li 324,687 
Oper expenses es 

Int. funded debt...... 

Appr. cable dev.. ° 

Net income.. seece 9,655,808 13,254,126 
Earnings per share on stock. . $9.65 $11.26 


It will be seen that while gross revenues 
for 1922 showed an increase of almost 
two million dollars, operating expenses 
declined more than two million dollars. 
Western Union's business is dependent to 
a large extent on general business condi- 
tions. Current state of business is help- 
ing the company and should be reflected 
in a good earnings statement for the first 
quarter of this year. 

Over a ten-year period, Western Union 
has put back into the property after all 
charges and dividends upwards of forty- 
five million dollars. This is being re- 
flected in increased earning power. The 
book value of $143 a share given the stock 
is conservative in view of excellent state 
of the properties and liberal amounts 
charged off for their depreciation in past 
years. 

As stated earlier, at the current 
levels of $117 a share, Western Union 
stock shows a return of less than 6% 
annually on the investment. While the 
stock is probably one of the best pub- 
lic utility issues on the market, it is 
not attractive for investment at these 
levels, despite the possibility that 
it may be helped along by a mar- 
ket which seems to be favoring public 
utility stocks. 
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Three Promising Low-Priced Oils” 





Whose Shares Do Not Seem to Be 
Over-valued in the Present Market 


By JAMES W. MAXWELL 


HILE the tempests of deflation were driving values to rack and ruin two 
years ago, those whose business it was to separate the comparatively safe 
from the unsafe in the oil-security world laid much stress upon the impor- 
tance of the refinery, transportation and sales branch of the business, as opposed 
to the production end. In a declining market, of course, the manufacturer has 
the advantage over the producer, and his profits can be more easily controlled. 

Conditions have not changed enough to make people put any faith in such 
absurdities, for example, as the Congressional “one-dollar-a-gallon” gasoline 
bugaboo. ‘There still appears about enough oil to go round, and the shortage 
howlers have not yet recovered beyond the muttering stage. 

Nevertheless, in view of the continually mounting demand for oil products 
in the face of declining production below the Rio Grande, the failure of any 
large new production to materialize even in some of the American fields that 
seemed to be most promising, topped off by the striking price advances in crude 
oil recently recorded, renewed faith is being expressed in the production end. 
The pendulum is swinging back, and where the great question two years ago 
was “What kind of refinery business have they got?” the increasingly important 
question to-day is “How much production do they control ?” 

Hence, in combing over the oil securities market in search of some of the 
more promising opportunities of the moment, considerable stress may well be 
laid on the production end. And this idea was in mind when the following 
selections, described briefly for readers of THE MAGAZINE OF WALL STREET 
were made. 


HUMBLE OIL & REFINING 
; One of Strongest Units in the Field 


T this writing, Standard Oil of New and so there would be nothing revolu- 
Jersey common sells at 44, while tionary in complete absorption, were it 
Humble Oil & Refining common sells at effected. 


40. The breach between these two issues Humble Oil is one of the large operat- 
has been narrowing gradually for some ing companies of the oil industry. It has 
time. about 13,000 acres of developed territory 

This fact is commented on in connec- cut of total holdings exceeding 400,000 
tion with a report that Humble stockhold- acres in Texas, Oklahoma, Arkansas and 
ers will, before long, become Jersey hold- Louisiana. It has extensive transporta- 
ers, the exchange to be effected on a share tion facilities, including some 737 miles 
for share basis. New Jersey already owns’ of 8-inch main pipe-line and 250 miles of 
a majority of the common Humble shares, 6, 4 and 3-inch gathering lines. The pipe- 





line system, including tankage and pumps, 


represents a cash investment of nearly 
$18,000,000. 
For refinery operations, the company 


has its main plant at Baytown, Texas, on 
the Gulf Coast. This refinery was recen 
ly completed and has a‘capacity of over 
20,000 barrels a day. The full effects oi 
its operation are just beginning to be felt 
In addition to the Baytown plant, tl 
company also operates plants at San Ar 
tonio and Burkburnett, of about 2,00 
barrels each. 

Completing Humble’s equipment at 
1,500 tank cars, tank-wagon stations a1 
other facilities necessary to marketing a1 
distribution. 

Humble has 
forward since 


made remarkable strides 
organization, particularly 
in the production end. Where output <« 
crude in 1919 was 7 million barrels tl 
total production in 1920 was 10 millio 
and in 1921 over 16 million. Where pr 
duction for the first six months of last 
year averaged 45,000 barrels daily, output 
is now understood to be running at the 
rate of 55,000 barrels daily The com 
pany has evidently played a waiting game, 
in respect of its production, holding 
great amount of the output off the mar 
ket in expectation of higher prices. Th 
recent advances of from 50% to 100% i 
the price of crude, coupled with the fact 
that Humble’s storage supplies since July, 
last, have increased from 16 million bar 
rels to over 20 million barrels is an indi 
cation of how fruitful this policy may 
prove to have been. 

With its extensive properties, large 
production, well-rounded organization 
and Standard Oil management, Humble 
Oil is undoubtedly one of the strongest 
units in the field. The shares offer 








HUMBLE OIL'S 
GROWING PRODUCTION 
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what appears to be an attractive oil ness, from production of crude to han- 


investment. 


WHITE EAGLE OIL & REFINING 
A Triumph of Good Management 


| OLDERS of oil stocks in companies 
that do not seem to be able to 
ct” might do well to consider switching 
to the shares of the White Eagle Oil & 
Refining Co. Under the skillful manage- 
ment of L. L. Marcell and associates, this 
ympany has scored really remarkable re- 
sults in the last three years, more than 
justifying the good things said about it 
the previous issues of the Magazine. 
In fact, it might not be difficult to prove 
\Vhite Eagle to have been the fastest- 
growing concern in the independent field 
and, relatively, the most successful. 
It is interesting to that the 


“con- 


‘ note bulk 
White Eagle’s success is attributed to 
the company’s management. In circles 
here the results attained by different 
ympanies are closely followed, very gen- 
ral tribute is paid to this end of the com- 
pany’s affairs. In this connection, a brief 
ketch of Mr. Marcell’s career, as it ap- 
peared in these columns last May, is 
vorth reprinting : 


“The president, L. L. Marcell, was 
one of the first producers in the Mid- 


Continent field, starting out in 1903. 


He was always successful in his 
operations. In 1906 he built one of 
the first refineries in Kansas, the 
Chanute Refining Co., which was 


taken over by Sinclair when he or- 
ganized his refining company. An- 
other of Marcell’s companies, the 
Economy Oil & Refining 
Blackwell, Okla., was acquired by the 
Producers & Refiners Corporation. 
His success ... has made him a 
prominent and recognized figure in 
the oil world.” 

White Eagle was formed less than four 


Co. oft 


ears ago, as a consolidation of several 
ompanies operating in the Oklahoma and 
Kansas fields, including White Eagle Pe- 
roleum, Texhoma Petroleum, White 
Kagle Oil & Gasoline, Winters Petroleum 
nd the B. & M. Petroleum Co. Through 


the consolidation. the corporation secured 


ontroi of equipment and facilities cover- 
ng nearly every branch of the oil busi- 
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retail product. 
report for last 


dling and sale of the 

The company’s annual 
year, just published, 
good use that was made of its opportuni- 
ties. Total station sales, in gallons, in 
1922, were nearly three times the 1919 
figure; crude-oil runs at refineries in 1922 
were nearly fifty per cent better than in 
1920. Earnings of the company showed 
income from total sales last 13.8 
millions, as against slightly more than 6 
millions in 1919, and net income available 
for the stock was more than double that 
for any previous year in the company's 
history. Comparisons between these items 
are brought out more intelligibly in an 
accompanying chart 


demonstrates the 


year at 


‘The company’s net earnings last 
were the equivalent of $4.73 per share on 
the 400,000 shares of capital stock out- 
standing. As substantial have been 
applied to depreciation and depletion on 
the properties, nearly $2,500,000 being di- 
verted to this purpose in the last three 
years, these earnings may be considered 
clean profits, comparing very favorably 
with the current dividend rate of $2 per 
share on the stock. 

The company recently paid a stock divi- 
dend of 25%. \s the regular dividend 
rate on the new capitalization was main- 
tained, the distribution was valuable. In 
view of the wide margin between the cur- 
rent dividend rate and earnings per share, 
the management is likely to be able to ful- 
fill its intent‘on of paying out extra cash 


year 


sums 


dividends when justified. 


Conclusion 


The stock, while hardly to be 
classed as an investment (simply be- 
cause it represents an organization 
engaged in a hazardous business), 
comes closer to being an investment 
issue than most other independent oil 
securities. With a little more season- 
ing, it should rank with Cosden, Texas 
Co., and other of the comparatively 
few independents of admitted stability 
and strength. 


SAPULPA REFINING CO. 
As a Low-Priced Speculation 


JURELY as 


one that requires comparatively 


an outright speculation, but 
little 


capital, Sapulpa Refining Co. stock, sell- 
ing on the N. Y. Curb below $ a share, 
offers possibilities. The stock’s present 
price is near to the lowest it ever sold, 
not having shared at all in the recent re 


vival, although the company has made 
some strides forward in recent months 
and is undoubtedly better situated than 


for some time past. 


Producer and Refiner 


Sapulpa Refining produces and refines 
crude oil on a good-sized scale, its main 
plant being located at Sapulpa, Oklahoma 
It has a casinghead gasoline plant at 
Drumright, Oklahoma, and it owns two 
pipe-lines connecting with the Glen Pool, 
one of the oldest fields in the State. More 
recently the company completed a plant 
for the manufacture of wax and lubricat 
ing oil, which equips it for operation as 
a completely-rounded oil unit. 

The company has been wild-catting ac 
tively in recent months and has been su 
cessful in bringing in production in wild 
cat territory. The new production is 
located about two miles northwest o 
production in the Burbank pool, at a depth 
of 3,000 feet, and flowed at the rate o 
5,000 barrels a day. Obviously, if Sapulpa's 
output is to be increased at a rate com 
parable with the new production, the 
company’s general position will be cor 
respondingly improved. 


Conclusion 


As of December 31, 1921, Sapulpa had 
outstanding 630,000 shares of stock, $240, 
000 equipment trust 7s and $1,000,000 sink 
ing fund 8s. The stock received dividends 

follows (per share): 1915, 75 cents; 
1916, 82% cents; 1917, $1.20; 1918, 85 


cents; 1919, 50 cents; 1920, 50 cents; Fel 
ruary, 1921, 12% cents. The charges 


ahead of the stock are small, and with 
the major construction expense com- 
pleted it seems likely that earnings 
available for the issue will develop 
greater stability. 
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Mammoth Oil Company 





Mammoth Oil Value Over-Estimated 


Market Price Around 50 Not Sustained 
by Developments in the Field So Far 


HEN the Mammoth Oil Company 
W was formed, about a year ago, the 

characteristics of the field in which 
its property was located, the size of its 
capitalization and the calibre of the indi- 
viduals reportedly interested in it en- 
couraged something more than confidence 
in its future. It had the appearance of a 
titanic oil development, to be sponsored 
and managed by titans; and as such there 
seemed little limit to its possibilities. 

Since the company’s organization, how- 
ever, indications that its resources have a 
very real limit and that that limit may 
be reached substantially sooner than was 
anticipated have multiplied. 

As everybody knows, the company was 
formed to exploit the oil-bearing resources 
of a tract of land known as the “Teapot 
Dome,” and representing a continuation 
of the famous Salt Creek field in Natrona 
County, Wyoming. The original capital 
authorized was 1,000,000 Class A shares 
(without voting power) together with 
5,000 Class B shares (with voting power) 
which latter were to be retained by the 
organizers. Eventually, the amount of 
capital stock authorized was _ increased 
to 2,000,000 shares. Associated in the 
enterprise were Harry F. Sinclair, Harry 
Payne Whitney, W. L. Connelly, and, 
according to persistent report, Chair- 
man Robert W. Stewart of the Standard 
Oil Co. (Indiana) and President H. M. 
Blackmer of the Midwest Refining Co. 


An Estimate of Its Oil Possibilities 


Original estimates of the potential pro- 
duction of the corporation ranged all the 
way from 130,000,000 to 500,000,000 bar- 


rels, and at the time these estimates were 
made no evidence appeared to dispute 
them. To the north of Teapot Dome, 
in the Salt Creek field, two sands had 
been, and are now, exploited. The pro- 
ductive area of the first sand extended 
over some 5,500 acres; that of the second 
sand over an area about four times as 
large. As a continuation of this Salt 
Creek field, and having the same sands, 
the indications were that the Teapot Dome 
holdings would prove equally productive; 
and estimates, therefore, were made on 
the proportionate relative worth of the 
first and second “Wall Creek” sands in 
the adjacent area. In this way, the United 
States Bureau of Mines estimated that the 
first sand in Teapot Dome would be pro- 
ductive over an area of 2,500 acres and 
produce 20,000 barrels per acre, while the 
second sand would produce over an area 
of 5,670 acres, averaging 15,000 barrels 
per acre; making a total estimated pro- 
duction from the two sands of 135 million 
barrels. 

Since these estimates were made, how- 
ever, the Teapot Dome structure—being 
smaller than, or a part of the same 
structure to the north—has not, it is under- 
stood, been found productive in the first 
sand. And while deeper sands may exist 
(a third sand known as the Latoka has 
been found productive in Salt Creek) to 
compensate in part, it seems very unlikely 
that anything like full compensation will 
be found for the loss of the productive 
area referred to. 

Without it, the tendency is to discount 
the estimated producing and _ earning 
power of the Mammoth Oil Company by 





tative: 


alone. 


sible.” 





A RECENT BULLETIN 


INCE the accompanying analysis of Mammoth Oil was pre- 
pared for publication, important developments at the property 
are reported in the following bulletin from a Magazine represen- 


“There have been three more wells completed in Teapot 
Dome for the Mammoth Oil Co. 


125 barrels of mixed water and oil, and two are making water 


“One of these wells, the one in Section 14, is an important 
failure for the reason that it is in the South half of the Dome, and 
this territory has not been drilled as extensively as the North half, 
and hence there was some hope that it might be producing area. 

“The production of the Mammoth Oil Co. from Teapot Dome 
for the month of January was 709 barrels per day, of which about 
600 barrels came from the shale well. 

“Conditions are not improving, and | now understand that 
work is to be rushed on drilling, under the contract, in order to 
permit determining just what the company has as soon as pos- 


One of them is making about 
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a proportionate amount; and after doin 


so, one finds Mammoth’s apparent rm 
sources reduced something more tha 
materially. 


Possible Net Earnings 


Thus, if we take the Bureau of Min 
estimate of a total of 135 million barre! 
and deduct the amount represented by tl! 
loss of the first sand, Mammoth appear 
to have left resources of about 85 millio: 
barrels of oil. If we estimate gros 
revenues from sale of this oil on tl 
basis of $2.50 a barrel (nearly 250% « 
the present value of oil in the Salt Cree! 
field) we have total gross revenues < 
$212,500,000. Deducting from this 
Government royalty of 1624% (which 
the minimum, and less than the final aver- 
age royalty is likely to be) Mammoth’s 
probable gross revenues promise to be not 
more than $176,600,000. 

From this figure, it is necessary to de 
duct such drilling costs as Mammoth i 
likely to incur. According to expert ad 
vice, Salt Creek wells drain an area of 
4.4 acres—that is, one well is needed for 
every 4.4 acres. With 5,670 acres t 
cover, Mammoth would therefore have t: 
drill 1,265 wells; and, with the cost oi 
drilling unlikely to be less than $15,000 per 
well (and more likely to be $25,000 per 
well) a total expense of almost $19,000,000 
would be incurred. 

Further charges against total revenues 
will include general development costs, 
salaries and wages, lifting charges, pipe- 
line construction, storage construction and 
similar expenses. Considering the di- 
mensions of the entire project, an estimate 
of $100,000,000 to cover these costs would 
not seem at all too high. 

On this basis, then, Mammoth’s net 
earnings from its Teapot Dome holdings 
should not exceed $57,725,000, or th 
equivalent of slightly less than $29 pet 
share on the 2,000,000 shares of Class A 
capital stock outstanding. 

Interests supposedly close to the Mam- 
moth Oil management, it is only fair t 
say, have been shown an outline of th 
above analysis and have denied its correct 
ness. Nevertheless, it does not seem pos 
sible to secure detailed refutations of it; 
or else, such refutations as are forth 
coming are difficult to reconcile with th 
known facts. 

A case in point was a statement made in 
one quarter recently, in reply to the sug- 
gestion that “Mammoth’s result thus far 
must have proven disappointing to its 
management.” The interest referred to 
bluntly denied this suggestion, stating, 
among other things, that “Mammoth Oi! 
has made remarkable progress in_ its 
developments and, in fact, it has seventy 

(Please turn to page 941) 


THE MAGAZINE OF WALL STREET 











pans 


rr 
ha 



































“SERVICE - SECTION: 
- OF: 


* THE MAGAZINE OF WALL STREET- 




























* woven cae seneeneeeeees ese: 


sSUUREREFDOS ETE DSS EES DEBTS OES ESS FEB TEER Ee EE FEE: 


(ee eereReeeewEEasrres: 














Discussions of Current Problems and 
Reviews of Recent Events Conducted in 
the Interest and for the Use of the Banker 
Readers of THE MAGAZINE OF WALL STREET 





HE BANKING WorRLD 


Conducted by 
H.Parker Willis 


Mr Willis Was Formerly Secretary of the Federal 
Reserve Board Later as Director of the Bureau 
of Analysis & Research He Developed the Boards 
Present National System of Financial Reporting 








§ 
wi 











Country Banks as Lenders to the 
Stock Market 


Acceptances No Longer Popular With Country Banks— 
Effects of a Misdirected Propaganda—Future Policy 





OW that the 
Federal reserve 
banks are put- 
ting their rates up 
again, the country 
bank comes into re- 


newed prominence as a source of Stock 
Exchange money. There is no denying 
the fact that during the past few months, 
as the country banker has gradually liqui- 
dated his portfolio, he has found himself 
in possession of considerable quantities of 
fluid funds which he has used in stock- 
market lending, with the result that the 
trader in securities has found himself ex- 
ceptionally well supplied with money at 
inexpensive figures. The result has been 
that the market has felt that it was work- 
ing back to the good old times when there 
was plenty of cash coming to the stock 
market from the interior at certain sea- 
sons of the year. Will this condition 
maintain itself? 


Acceptances in Eclipse 

During this recent period, the accep- 
tance movement has been largely in 
eclipse. For a while, after the Federal 
Reserve System got fully started, there 
was a certain amount of success in per- 
suading country banks that they were do- 
ing a kind of public service by buying the 
acceptances of city banks. This made an 
excellent market for the latter; and at 
certain times the prospects of profit from 
this source seemed to be so good that city 
banks were urgent for an increase in their 
acceptance power up to 200 per cent of 
capital—an authority which was fortu- 
nately never granted them. The system 
worked about as follows: City banks 
made acceptances, charging a _ regular 
commission thereon, then discounted them 
with (or sold them to) the local reserve 
bank in the place where the accepting 
bank was situated. The (reserve) bank 
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then fed them out to country customers, 
inducing the latter to carry large reserve 
balances on condition that these 
should be converted as fast as they de- 
veloped, into interest-bearing paper. 

The net outcome was that city banks, 
either through this process or through the 
direct sale of their acceptances via brok- 
erage concerns to country banks, suc- 
ceeded in getting the funds of the latter 
which they then loaned as they chose, 
often in considerable amount on the stock 
market. The country banks were tempo- 
rarily content with this situation, as long 
as call rates were relatively low and ac- 
ceptance rates relatively high, but since 
call rates abandoned their low level and 
moved upward they have been inclined to 
shift back into the stock market, making 


balances 


their loans direct or using their funds 
for the purpose of straight commercial 
paper. 


Tired of Acceptance Propaganda 

A good many of them say frankly that 
they are tired of the acceptance propa- 
ganda which has been so widely diffused 
among them. Various discount or accep- 


tance houses have retained “publicity 
men” whose work it has been to go to 
bankers’ associations and there deliver 


addresses regarding the necessity of 
adopting a policy of buying and holding 
city banks’ paper in this way, while the 
flood of literature on the subject has been 
enormous. In view of all this, the coun- 
try banker in many cases now feels that 
there is no reason why he should be called 
on to lend funds to the city banker while 
the city banker lends them to the stock 
operator, but on the contrary he thinks 
that it is quite as economic and sound 
that he should lend them direct to the 
stock operator, leaving the city banker to 
do his own market business out of his 
free deposit funds. 


One phase of this change of front on 
the part of the country banker is seen in 
the fact that the volume of acceptances 
(which was at one time said to be around 
$1,000,000,000) fell to less than $40,000,- 
000, and while it is larger now than it 
was a short time ago, it shows but little 
symptoms of going back to its old figure 
or anything near that. The country banker 
would feel quite differently if he were 
able to make and sell his own acceptance 
and have them held by city banks. “What 
is sauce for the goose,” says he, “is sauce 
for the gander.” He refuses to recog- 
nize any justice in the thought that 
there is a duty on his part to buy city- 
bank acceptances, but no corresponding 
duty on the part of the city banker to buy 
country-bank acceptances. So long as the 
proposition is one-sided in this way, he 
regards it as largely an insincere kind of 
agitation and is less and less disposed to 
pay much heed to it. 


Back to the Stock Market 

All this accounts for the movement of 
funds back to the stock market. After 
the war was over, there was an abundance 
of loanable funds in the stock market. 
In fact, the oversupply really led up to 
the panic of the autumn of 1919. This 
situation was then attributed to the over- 
growth of speculative operations, based 
upon the money obtained from the re- 
serve banks through the discounting of 
paper collateralled by Liberty bonds. That 
state of things has long since largely 
passed away with the close of the war- 
inflation period, but the stock market has 
as large a supply of brokers’ loans today 
as it ever had, and is getting them in no 


small degree from the country institu 
tions. 
The borrowing in many cases, done 


from the city bank; but the latter has ob- 
tained the cash from its correspondent, 
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who has placed funds with it for 
the purpose of having them loaned 
in the stock market, the proceeds 
to be credited to its account. This 
accounts for the very large volume of 
loans in the market during recent months, 
notwithstanding that city banks were 
only to a very limited -degree redis- 
counting at reserve banks. It is prob- 
that a similar condition will con- 
while and , that 


able 
tinue now for a good 
country institutions will find what they 
consider their best opening for spare 
funds on short term not in the acceptance 
market but in the stock market. 

Eventually, the question really works 
cown to a conflict of rates. If the ad- 
vance of Federal reserve rates goes far 
enough to put the income on acceptances 
up to a point where there is a real induce- 
ment to the country bank to take such 
aceptances in lieu of lending it on call at 
prevailing figures, it will be possible to 
shift some funds out of the market in 
that way. This, however, means that the 
acceptance will, ipso facto, not be a cheap 
way of getting money, and that those who 
discount acceptances will have to pay so 
much for the funds that there will really 
be very little inducement for them to go 
into the business. In addition to this, is 
the question what the policy of reserve 
banks with regard to acceptances will con- 
tinue to be. So long as they stand ready 
te take any amount of the paper at pre- 
vailing rates, the country bank, of course, 
does not need to worry. 

A different situation exists when there 
is a change in the position of reserve 
banks so that the acceptances are left to 
sell on their own merits. As every one 
now knows, a good many of the accep- 
tances on sale of late have been of a du- 
bious nature, some representing long- 
term credit, really in the nature of capital 
loans, others representing speculative 
operations of one kind or another, involv- 
ing the hoarding and holding of com- 
modities, and still others representing 
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finance bills of various sorts issued for 
accommodation purposes. The fact that 
within the past two years a great many 
acceptances have had to be renewed or 
others issued to take their place in a way 
that was really tantamount to renewal, has 
naturally tended to impair the belief that 
this type of paper is “self-liquidating” in 
the sense that there is absolutely no doubt 
about its being paid at maturity out of 
current funds which the acceptor has in 
hand. As soon as this quality of liquidity 
disappears or is reduced, a great deal of 
the argument, formerly allowed weight in 
favor of acceptances as a very liquid type 
of bank investment, disappears. 


Country Bank Policy 


Due to the perception of these facts in 
the situation, country-bank policy in the 
future is likely to lean rather less toward 
acceptance financing. The total number 
of banks making acceptances was mever 
as many as four hundred and is now very 
much under that. Country banks are go- 
ing out of the business of making accep- 
tances on account of the difficulty of sell- 
ing them, so that to satisfy the customer 
they have had to discount them at their 
own reserve banks. They are going out 
of the practice of buying the acceptances 
of city banks for the reasons already 
stated. They are tending, however, to go 
back into making stock-market loans, be- 
cause in that way they are able to keep 
their funds well occupied at a profitable 
rate, and at the same time to call them 
back home again when opportunity re- 
quires. There is a good deal to criticise 
in this practice of country banks from 
the theoretical banking standpoint. It, 
however, has its own merits, and among 
them are simplicity and straightforward- 
ness ;—as well as economy. 
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Congress Settles Important Banking Issues 


Rural Credits Plans to Be Worked Out—Mem- 
bership of Reserve Board Still Unsettled—In- 
vestigation After Collection—Discount Rates 


Washington, March 7. 

HE closing of Congress has cleared 

up a good many doubts that pre- 

viously existed with respect to 
banking currency and finance in general. 
Several developments of considerable im- 
portance have taken place during the clos- 
ing hours of the session, and in more 
than one case they promise to be produc- 
tive of still further ocurrences of no little 
interest to the financial community, dur- 
ing the next few months. 


Rural Credits Bill Law 


President Harding signed the rural 
Credits Bill just before the close of the 
session, thus making it law, and the ques- 
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tion now is what will be the first step 
under it. A conference of representa- 
tives of land banks is to be held in this 
city in the near future, but the most in- 
teresting thing about the enactment is that 
it apparently provides for two conflicting 
systems of agricultural finance. One is 
seen in the so-called agricultural corpora- 
tions which are to be formed by private 
individuals and corporations through sub- 
scriptions to stock out of their own re- 
sources, while the other is seen in the 
expansion of the ‘powers of land banks, 
financed with Government funds. If the 
hanks of the country want to forestall the 
Government’s going into the agricultural 
lending course 


business, they will of 


hasten to form the agricultural 


credit corporations; otherwise the 
Government will be left to carry 
out the provisions of the bill. 
There are not a few careful observ- 
ers who still believe that the whole 


proposition will prove to be a “dud,” and 
will produce no really important result 
in any direction. This may or may not 
be true, depending upon the extent to 
which it proves possible to develop a real 
demand for agricultural loans. However, 
it will not be long before a decision will 
be reached one way or the other, as to 
the introductory steps at least, although 
these first measures are by no means cer 
tain to prove final, and may have to be 
superseded by others. There is a decided 
possibility of extensive Government bank 
ing with all of the disturbing effects that 
may follow therefrom. 


An Extensive Investigation 


One of the most doubtful, and possibly 
hazardous, legacies left behind by the ex 
piring Congress, is seen in the shape of 
an investigation provided for under the 
auspices of a joint commaission to con 
sist of five representatives and three 
senators with Chairman McFadden o 
the House Banking Committee at the head 
of it. The Commission is given very large 
powers of inquiry, and is authorized to 
look into the whole history of the Fed- 
eral Reserve System, as well as into the 
regulations of the Reserve Board, the 
nominal object being to find out why small 
banks do not join the system. It is under- 
stood that one expected result of the Com- 
mission’s work will be a survey of the 
par collection system with probable re- 
port against it. As to the latter point, 
of course, the personnel of the Commis 
sion is the only basis for definite predic 
tion. The inquiry, however, has not been 
viewed as likely to be very satisfactory 
to the banking community, even though 
some elements may be pleased with the 
findings on particular points. 

After the utmost uncertainty up to the 
very close of the session, the Senate final- 
ly determined to confirm Controller Cris- 
singer as Governor of the Federal Re- 
serve Board. This was done at the last 
moment, while M. D. Campbell, the Michi- 
gan milk magnate (“dirt farmer”), had 
already been officially confirmed. The 
Senate was unable to swallow the appoint- 
ment of James B. McNary who had been 
named as Controller of the Currency to 
succeed Mr. Crissinger, when the latter 
became Governor of the Reserve Board, 
and although there was a technically fa- 
vorable report by the Banking Committee, 
it proved to be impossible to get the name 
before the Senate prior to adjournment, 
so that the Controllership was left va- 
cant. President Harding had determined 
to give Mr. McNary a recess appoint- 
ment, but the latter in a public letter has 
refused such nomination which leaves the 
Controllership vacant. Mr. Crissinger is, 
therefore, obliged to continue as Con- 
troller for an indefinite period, pending 
decision what to do with regard to a suc- 
cessor for him. This leaves the reserve 
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the air” as ever, with corre- H deed they can be so considered. Thx 
nding uncertainty as to the pol- —— . a . Commission has no prospect « 
y to be pursued regarding dis making a_ settlement with either 
unt rates, and doubt all around as to at a standstill. Provision had been mad France or Italy or with any of the other 
future of the organization, because of by Congress for Democratic membership countries, and no means of coming to an 
uncertain political status of the ap in it, the intention being to name three accommodation with them The setth 
itment to the Governorship and to the members in addition to the present five ment with Great Britain, which could 
itrollership. Republican members. One of these thre: have been effected without any Commis 
new places was first offered by President sion simply because Great Britain wa 
Debt-Funding Commission at a Harding to Senator Glass who promptly able to pay, has apparently exhausted thi 
Standstill declined, then to Senator Simmons who  debt-negotiating power of the Comm) 
followed suit with another declination, so s10n, and the work of the body is regarded 
he Debt Funding Commission which that the eventual membership has beer is being over for the present, a fact which 
been advertised as about to go through uncertain. What is regarded as certain is may account for the declinations sent to 
rocess of reorganization is apparently that these memberships are regarded her« President Harding 





Surplus Credit Practically Absorbed 


Member Bank Accounts Show De- 
pendence on Reserve Banks — Credit 
Demand Growing With Business 





YTEADY increase in the reliance of they are relying upon getting accommod power available for all legitimat 
the business community upon bank tion as they need it at the Federal reserve term necessities The activit of | k 
credit is reflected in the figures show- anks through rediscounting The « credit, too, as shown in the diagran 
member bank advances to customers pansion of deposit accounts at banks all timues upon higher levels 
reported by eight hundred leading over the country has proceeded fairly 
ember banks of the Federal reserve steadily. Thus the groundwork is being Exchange Rates Uncertain 
tem in one hundred principal cities. It laid for a very decisive expansion of busi 
ms now to be quite definitely estab- mess at reserve banks which, however, has Little change has been noted in the « 
shed that the business community, partly mot occured thus far, the reserve banks change outlook, which continues as uw 
‘ause of its great output and partly be being on the whole singularly isolated, certain as ever with the result that foreign 
ise of the higher levels of prices, will ind, except sporadically, unresponsive to business and the financing ot fore’s 
ring the season now opening need a_ the great changes which are thus accurring trade has proven quite as difficult t 
ich larger supply of accommodation in the distribution of commercial credit. ever was. The one exception ha cet 
in has been true hitherto. The situa- It is however unavoidable that the re- found in the case of sterling which has 
n is clearly reflected in the larger serve banks should soon begin to feel in steadily tended upward being now well 
lume of commercial borrowing which a very acute way the urge of increased within reach of the $4.76 level which had 
the middle of February was 3% higher borrowing demand inasmuch as the mem been established during the “peggi 
in at the end of December and 7% ber banks have but little “slack” in the per od that prevailed ior some time aiter 
above the end of last July with heavier way of spare credit still remaining to the war. Little or no improvement in the 
mand all around. These conditions are them. Franco-German situation has occurred, 
eing reflected in a number of ways apart The effect of this expansion upon th the outcome being to leave the values of 
rom the mere movement of bank ac- both marks and francs subject to very 


quotations of securities is already reflect 
ing itself in the prices of liberty bonds 
7 . which of late have been quite steadily off. 
Commercial Paper Outstanding Growth of demand for funds has naturally 


crave disturbance. This might naturally 
be expected and there is no remedy for 
the situation now in sight short of some 
thorough adjustment of the reparations 
controversy—a type of settlement which 


mmodation. 


resulted in higher moncy rates all ove 


One such factor is seen in the growth 
the country, and these higher rates have 


the volume of commercial paper out- 
tanding, the distribution during the past 


ied | 4 « APpears to be almost out of the question 
een accompanicc Vy advances im —T x - 
: I y a _ Ihe effect of these conditions has, of 


rates which have tended to reduce values ; : 
course, been to damage our trade with 
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w weeks having been con iderably of securities The decline in security rte tr Allen a eens 4 
rger than for some time previously. yalues has been helped by a renewal of _ por — E aoa agg atn Ihe ggg 
; : Call . > 2 ; : ness with Great Brita eld its owt 
This paper is gradually finding its way the “dumping” of bonds held by bank . ahs wel 
; a : * eee : as has been true indeed of relations with 
nto the portfolios of country banks while — the banks finding it expedient to get fund : 
some other so-called “neutral nat 
in this way on many occasions, rather 
than to supply themselves by going to r« 
serve banks, especially when the paper Sexe 
1900 1 y 
held by them was not eligible. In cons: TTI 
quence, the result of the situation has 1290 Beerr 
been to depress prices of fixed interest || 
. Oud ’ : i J + . 
securities rather than to advance them, rT 
the market being acted upon by the two set Nl ay” 
fold influence already described Busi iT y | 
} ness, on the other hand, has been ac = rr ttt 
| commodated fairly steadily and fairly ex "= | 
tensively, banks continuing to regard coy | 
a . — oa ercial demand as «: inden ie eae ail eee eee eee eee 
1919 1929 + 1921 1922 i925 SC Coes SS Supt toa oe 61910 = 1980 yoni = 1922 ~=«t9es 
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What Member Bank Statements Mean 


Must Be Studied in Conjunction With Reserve Bank Fig- 
ures—Significant Items in Current Reports—Present Status 


N a former article, explanation has 

been made of Federal reserve state- 

ments and the main points in their 
interpretation have been set forth. It was 
then made clear that the attempt to use 
reserve-bank statements as indicative of 
business conditions, or even changes in 
credit conditions, at any given moment, is 
a matter of no little difficulty, due to the 
fact that the peculiar structure of the 
Reserve System prevents its statements 
from having the significance that is ordi- 
narily given to those of European central 
banks. Thus a high reserve ratio, a large 
gold reserve, and a large portfolio of bills 
or the reverse imply conditions which are 
quite different from those which would 
be indicated by a similar position in the 
statement of the Bank of England. 


Meaning of Member Bank Statements 


The member bank statements to which 
reference is now frequently made in cur- 
rent discussion are only about six years 
old, the series having been begun some 
two years after the inauguration of the 
Federal Reserve System. They are fur- 
nished voluntarily by member banks (both 
national and state) in one hundred prin- 
cipal cities of the country and represent 
the condition of about 800 institutions. 
These institutions are generally regarded 
as possessing about 40 per cent of the 
bank assets of the country. So, in order 
to get an idea of the actual position of 
the entire body of banks at any given mo- 
ment, any figure in their combined week- 
ly statement should be multiplied by about 
2%. The statements of these banks are, 
however, rather more promptly responsive 
to the influence of economic conditions 
than those of the country banks in gen- 
eral would be because these eight hundred 
institutions are generally located in what 
may be considered the principal financial 
centres of the different sections of the 
country. 


Significance of Weekly Statement 


The weekly member-bank statement is 
always one week behind that of the re- 
serve banks themselves, due to the neces- 
sary delay in getting figures from the 
member banks. It is customary, however, 
to compare the last figure for member- 
bank condition with the last for reserve 
banks on the ground that some allowance 
of time must be granted in order to have 
a change among the members reflected in 
the reserve hanks. Probably this allow- 
ance of one week is not enough for a fair 
comparison. The weekly statement 
not aim to give the entire facts as _to 
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does 


changes in items, but only the “principal” 
changes in items. Of these, probably the 
most important from the standpoint of 
credit analysis are the changes in gross 
loans and discounts, the item “reserve 
balances with reserve banks,” demand de- 
posits and “bills payable and rediscounts” 
with reserve banks. 


Loans and Discounts 


In any examination of business condi- 
tions, the item loans and discounts re- 
ceives first attention. As it expands, it 
furnishes an index of the growth of de- 
mand on the part of the business public 
at the banks. Comparing the figure for 
any given date with that for the preced- 
ing week, and for the year previous, a rea- 
sonably good index of credit expansion is 
afforded. With this should be associated 
the item bills payable and rediscounts at 
reserve banks. If both items are on the 
upward trend, the indication is a very 
strong one that the banks as a whole are 
pretty well “loaned up.” This means that 
new credit demands are being transferred 
to the reserve banks or, in other words, 
that the latter institutions are in position 
to “make their rates of discount effective” 
—at least to some extent. When this con- 
dition is observed, the reserve “ratio” of 
the reserve banks has a decided signifi- 
cance. If loans and discounts are ad- 
vancing as they have been during the past 
year, while bills payable are falling off, 
or are about stable, the indication is quite 
plain that the member banks are gradual- 
ly enlarging their accommodation to the 
business public, but without reliance upon 
reserve institutions —except of course 
sporadically, since there are always some 
banks which are well “loaned up.” If the 
loans and discounts are declining, it would 
be an unusual condition if accommoda- 
tions at reserve banks should expand and 
would probably indicate serious or immi- 
nent banking trouble in some quarters. 
Where loans and discounts are not in- 
creasing, the item “loans, discounts and 
investments” is on the up-grade, the indi- 
cation is an increasing absorption of bank 
funds in the stock market, a state of 
affairs which points to higher market 
values of securities. The converse condi- 
tion tends to support a prediction of lower 
prices. 


Reserve Balances 


Instead of devoting much study to the 
reserve ratio of reserve banks, attention 


should be concentrated ordinarily upon 
the item “reserve balance with Federal 
reserve banks.” And’ with this should 


usually be associated the item in the Fed- 


eral reserve statement itself, showing bills 
bought in the open market. As the bal- 
ance with reserve banks increases, thi 
amount of credit-expanding power in the 
possession of member banks is of cours: 
disproportionately increasing, since, on th 
average, a dollar of credit on the books 
of Federal reserve banks will theoretical- 
ly sustain about $10 of credit on the books 
of member banks. So when the reserve 
balances are disproportionately increasing 
as compared with some date in the past— 
that is to say, increasing faster than loans 
and discounts, member banks are evidently 
acquiring a credit expanding power which 
is increasing at a greater rate than their 
business, while the converse is likewise 
true. In the latter case (where reserve 
balances are increasing slowly and loans 
and discounts rapidly), the indication is 
that reserve banks are “putting on the 
brakes,” and it is in connection with these 
changes that the effect of alterations in 
discount rates may most directly be per- 
ceived. The deposit item has its interest 
in connection with the relative growth of 
loans and discounts, but chiefly as a basis 
for interpreting the internal condition of 
the member banks themselves. This item, 
of course, bears a fixed legal relationship 
to the balance on the books of reserve 
banks, and when it is in excess of that fixed 
relationship points to active rediscounting 
in order to fill up the reserve balance 
When deposit accounts are smaller than 
the proportionate relationship to reserv 
balances, there is unused lending power 
on the books of reserve banks. This lat- 
ter condition ordinarily means that re- 
serve banks go into the market, and pur- 
chase bills there on behalf of members 
in order to keep their funds employed at 
interest. 


Some Points, of Interpretation 


The interpretation of banking condi- 
tions at any given moment is thus seen 
to be far from simple, but it is nearly 
always feasible to deduce from the state- 
ments, from the reserve and member 
banks taken together, general conclusions 
as to the movement of business. The 
most important thing to be drawn from 
such a comparison is the decision as 1 
whether the member banks are practicall; 
transferring their new business in greater 
or less measure to the reserve banks, a 
question which is to be answered by a 
study of loans and discounts and reserv 


balances as already explained. Only o 
casionally does the ratio of reserve (cas 
to deposits) reported by reserve bank 


have any close or immediate bearing upo 
this question, 
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A BUSINESS MAN’S $11,000 INVESTMENT 


Preferred and Common Stocks that Appear Attractive 
at This Time 


A Selection of Bonds, 


consider a 


I have $11,000 available for investment and have outlined a plan which I 
ood one for my necds as I am in business and can afford to assume a busincss man’s risk, 
ly plan is brieffy this: to place $5,000 in bonds that give a fairly liberal return but are 
easonably safe investments ; $2,000 in preferred stocks which give a good return and may be 
xzpected to appreciate somewhat in value, $4,000 in a well-diversified list of common stocks, 
icluding one or two non-dividend payers with good prospects, Some of the stocks I have 
ad in mind are American Telephone, National Biscuit, Westinghouse Electric, Texas Co., U. 8. 
tubber ist 4 rred. What would recommendations be under such a plan?—T. B. M., 
Herkimer, N. 


your 


For the investment of $11,000 we feel you have outlined a very good plan. We are 
‘leased to submit the following list which includes some of your selection with a few 
tthers which we feel you would do well to consider: 


Bonds: Maturity Price Yield 
Sinclair Consolidated Ist lien and collateral 7s 1937 100 7% 
Manati Sugar Ist mortgage 7'4s........ 1942 100 TVa% 
Philadelphia . 6s ‘ Te es eed 1944 100 6% 
Wilson & Co. Ist mortgage 6s.. 1941 100 6% 
St. Louis-San Francisco prior lien 4s 1950 68 OA% 

Preferred Stock: Dividend Price Yield 

Se eae 8 103 7.7% 
shiladelphia - ; 3 44 68 
American Water W ‘orks Ist 7 92 7.6 
Common Stocks: 
American Telephone & Telegraph.. 9 123 7.3% 
eC cv anbd deb nds ve cenecanevacinaee 4 64 6.2 
. oo a 3 50 6.0 
American Woolen ....... , — 7 103 68 
American Steel Foundries ... a 3 38 8.0 
American La France ....... ai , 1 12 8.3 
New York Central........ ee Se «a » 98 5.1 
Spicer Manufacturing ........ ee ee ne - 24 ~— 
Consolidated Textile ......... , sueneuets — 13 — 


By dividing your funds among the se securitics on the basis you propose you would 
obtain a liberal yield and there would be an excellent chance for your principal to 
appreciate in value. 


REPLOGLE STEEL 
Capacity 600,000 Tons 


largest producer of merchant pig iron in 
the North. The company was formed i 
October, 1919, and acquired the iron mines 


Your views in regard to Replogle Steel will which have not been worked for many 
be appreciated.—H. M., Morristown, N. - 
f years and blast furnaces at Wharton, 

Replogle Steel capitalization consists 0 N. J. Modern iron-making equipment has 


375,000 shares of stock of no par value. 
There is no funded debt. The last state- 
ment of earnings covered the quarter 
ended March 31, 1922, when net income 
was equal to 30 cents a share. A recent 
statement of Replogle financial condition 
follows : 


been installed and the management of Rep- 
logle believes it will be able to turn out 
pig iron at an exceedingly low cost. The 
stock, of course, is speculative, as the 
company has not as yet demonstrated its 
earning power, but in our opinion it is 
not without possibility of showing en- 
hancement in value. 


Blast Furnaces and Sintering 
DE <ccbeakensiineniunence $9,000,000 -—— -- 
Excess of cash and receivables AUSTIN, NICHOLS 
over current liabilities 1,200,000 Long-Pull Possibilities 
a reer 1,500,000 Is Austin, Nichols likely to pay dividends 
Railroad Properties 1.500.000 on the common stock this year? What is the 
wer a oe ann: capitalization and earnings?—S. M. T., Jack- 
Mining Plant Equipment...... 2,000,000 son, Mich. 
*aid for Empire Stee 800,000 
Paid for Empire Steel........ 1,800, Austin, Nichols Co. capitalization con 
The acquisition of the Empire Steel & sists of $5,144,900 75% cumulative pre 
Iron Co gives Replogle a total capacity ferred stock and 150,000 shares of com 


of 600,000 tons annually, making it the mon stock of no par value. Preferred divi 


for MARCH 17, 1923 





Industrial Securities 


dends have been regularly paid since the 
incorporation of the company in 1919. 
For the year ended January 1922, the 


company showed less than 1% earned on 
the preferred stock but for the year ended 
January 1, 1923, it is estimated that the 
preferred dividend will be covered and a 


substantial balance shown for the com- 
mon. 

Balance sheet as of January 1, 1922, 
shows the company to have a working 
capital of about 4% million dollars. The 


company is engaged in the business of im- 
portation, packing, manufacturing and dis- 
tribution at wholesale of every class of 
grocery and food products and deals gen- 
erally in grocery-store supplies. The man- 
agement is adopting a policy of expansion 
and, while the stock is highly speculative, 
we consider it has quite attractive long- 
pull possibilities. It is not thought, how- 
ever, that the common will be put on a 
dividend basis this year as the company 
will use all profits to expand its business. 


INTERNATIONAL CEMENT 
Outlook Favorable 


hold or sell International 
Cement? I have a small profit on 100 shares 
but as the stock pays $3 it appears to me 
that it may better the present price of 39.— 
N. B. R., Washington, D, C. 


Would you 


Earnings of International Cement after 
taxes, charges and preferred dividend for 
1922 are estimated at about four dollars 
a share. Continued building activity and 
a larger amount of road construction 
planned throughout the country point to 
improving sales in the cement industry for 
1923. The company in 1922 acquired the 
plant of the Bonner Portland Cement 
Company with a capacity of close to half 
a million barrels per annum which it plans 
to greatly increase. The company was 
able to purchase this property from its 
current cash resources. We feel that the 
stock has quite attractive speculative 
possibilities and advise holding for higher 
levels. 


OWENS BOTTLE 


. White Eagle More Attractive 


What 
has been 
H. E. T., 


is your opinin of Owens Bottle? It 
suggested to me as a good buy.— 
Reading, Pa, 

The Owens Bottle Co. is the dominating 
industry and in our 
an optimistic View of the company is wat 


lactor m its opinion 


ranted. The company recently declared the 
regular quarterly dividend of SO cents a 
share and an extra dividend of 25 cents 
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a share. Earnings of 1922 are esti- 
mated at around $5 a share. The 
company is in excellent financial 
condition. Recently the company 
perfected a new _ bottle-producing ma- 
chine and it is understood that this 
machine has materially cut operating 
costs. We have been favorably inclined 
towards the stock but at present levels of 
44 it has had a pretty fair advance; prob- 
ably sufficient to discount the favorable 
developments in the company's affairs for 
the time being, at least. We believe a 
better purchase at this time is White Eagle 
Oil selling at 28. Last quarterly dividend 
was 50 cents regular and 25 cents extra. 
In 1922 company earned about $5 a share. 


Inquiries on 


OKLAHOMA PRODUCING & 
REFINING 


Switch Advised 


Iiave held Oklahoma Producing & Refining 
stock for some time and as it never docs any 
thing would like to have your advice as to 
the desirability of switching into some other 
stock with better prospects.—D. M., Altoona, 
Pa, 

Oklahoma Producing & Refining for the 
year ended December 31, 1922, reported 
net income available for surplus and re 
serve after deducting for taxes and inter- 
est of $1,159,282. This compares with $1,- 
146,653 in 1921. In 1921, however, the 
company made an additional charge of 
$2,482,414 for depletion and depreciation 
making the deficit $1,355,751 for that 


year. This is a somewhat better showing, 
but is still unsatisfactory as no deduc 
tions were made for depreciation and 


depletion. The balance sheet as of Decem 
ber 31, 1922, shows a rather weak finan 
cial condition current assets being around 
a million dollars us against $600,000 cur- 
rent liabilities. In addition, the company 
had purchase-money totaling 
$4,225,000. We consider the stock as hav- 
ing rather poor prospects of doing bet- 
ter and in our opinion it will be best to 
sell out and switch into something with 
better immediate prospects. A  sugges- 
tion is Consolidated Textile selling around 
13. This company has American Woolen 
management and apparently 
perous period. 


obligations 


faces a pros 


SINCLAIR CRUDE OIL 5'‘s 
Well-Secured Issue 


lease let me have particulars in regard to 
Sinclair Crude Oil Purchasing 5%% bonds 
Do you regard them favorably.—A,. N. B., 
St. Petersburg, Fla 








Sinclair Crude Oil Purchasing Co. 
three-year 5%% notes, due April 15, 1925, 
and 6% notes, due February 15, 1926, are 
a direct obligation of the company and it 
is provided that the company will not 
make any mortgage or pledge any of its 
while these outstanding 
and that it will maintain quick assets at 
all times at least equal to 125% of the 
amount of all its liabilities in- 
cluding these notes. Noteholders are fur 
ther protected by a contract made by this 
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assets notes are 


avgregat 
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MOTHER LODE COALITION 
Very Low-Cost Producer 


Please let me have your report on Mother 
Lode Coalition. I would like particularly to 
know at what cost it can produce copper, its 
relations with Kennecott Copper and its ort 
reservcs—F. H., Mendota, Il. 

Mother Lode Coalition is one of the 
lowest cost copper producers in the world. 
It can lay down its copper in New York 
under seven cents a pound. This natural- 
ly places the company in a very favorable 

(Please turn to page 934) 


Oil Securities 


company with the Standard Oil Co. of In- 
diana and the Sinclair Consolidated Oil 
Corporation under which the two latter 
companies will agree to buy at any time 
on demand of the former the entire 
amount of the crude oil owned for an 
aggregate sum of $53,600,000 in cash. As 
there are fifty millions notes outstanding, 
this contract gives excellent protection for 
the full principal of the notes. We con- 
sider them well secured and a desirable 
short term investment. 


ISLAND OIL 
In Receivership 


Is there any hope of Island Oi getting back 
on ius feet? I have purchased the stock at 
various times and now hold 500 shares at a 
cost of 1% Should I tuke my loss or wait 
jor an upward move?—D. KK. M., Cumbertand, 
Md 

Island Oil & Transport was placed in 
the hands of receivers in March, 1922. 
Liabilities at that time were placed at 5 
millions. The company in the past had a 
large production but this was cut down 
to small proportions by the salt-water in- 
vasion of its wells. The last statement of 
earnings cover the 5 months ended May 
31, 1922, for which period a deficit after 
fixed charges and depreciation of $12,883 
was reported. Capitalization consists of 
$3,500,000 8% notes and 2,570,951 shares 
of a par value of $10. In order for the 
company to be taken out of receivership 
a large sum of money will have to be 
raised to pay off liabilities and raise suf- 
ficient working capital for the company to 
proceed with the development of its prop- 
erties. If stockholders are to retain their 
large assessment would un- 
doubtedly have to be paid. Even if this 
new money is raised the future of the 


interests a 


company would be by no mean 


assured as all its producing proper- 


:apenenenreaesesvecsesstithSG0 ESD TEEERSSSS8S8S+S ESD TEED CESSES OF ETE SESS RTEeessssee eres’: ties are in Mexico and further de 


velopment work might prove dis 
Under these circumstance 
outlook for stockholders 


advice is to dis 


appointing 
we regard the 
as unpromising and our 
pose of the stock. 


MIDDLE STATES OIL 
Prefer Skelly Oil 


Do you consider Middle Statcs Oil stock 
good holding? Is there any other low price 
H 


oil you favor morc?—S. H. N., White Plains 
N.Y 

Middle States Oil in the past year ha 
very nearly doubled the amount oi it 
stock outstanding. Of course it is tru 


that its property holdings have been i 
creased but nevertheless we consider that 
the company may have some difficulty 1 
maintaining its present dividend rate. Il 
our opinion it would be a good move o1 
your part to switch to Skelly Oil, selling 
around 124%. This company is in very 
strong financial condition and earnings 
are on a decidedly satisfactory basis. We 
feel that dividends will be initiated very 
shortly and that the stock has bette 
prospects of appreciating in value than 
Middle States Oil. 


PHILLIPS PETROLEUM 
Production 21,000 Barrels a Day 


As a holder of Phillips Petroleum stock 1 
would like to have your opinion of the con 
pany and any information you can supply % 
regard to production, earning, financial condi 
tion, ete, Is the outlook favorable?—J. W. K., 
Concord, N. H. 


Phillips Petroleum has made remark 
able progress in the past year in increas 
ing production. On January 1, 1922, the 
company had 914 producing wells on 20, 
753 acres with an average net daily pro 
duction of 8,395 barrels. At the close of 
1922 it had 1,160 producing wells on 25, 
887 acres with an average daily net pro 
duction of 21,014 barrels of light oil. Net 
earnings for 1922 were equal to approxi- 
mately $12.90 a share on the 697,000 
shares outstanding, compared with $5.98 
in 1921. These earnings, however, are be 
fore making deductions for depreciation 
and depletion In the current year the 
company’s production will be at a much 
higher rate than in 1922 and a higher 
average price will in all likelihood I 
realized, so that a much better 
is to be anticipated. Production is all in 
the mid-continent Outside of 
producing areas, the company has 225,000 
acres in the mid-continent field of which 
considerable acreage it is hoped will be 


showing 


district. 





complete analytical reports on 


supplied for $25. 
and desirable switches suggested. 
the present free service supplied by the 





SPECIAL REPORT DEPARTMENT 


E have had so many requests for special reports on lists of securities and for 
W individual 

organized a Special Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will be submitted. 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities definite recommendations are made 
This new service does not in any way interfere with 
Inquiry Department to subscribers 
entitles them to a brief report on any three securities. 


and bonds that we have 
Charges will vary 


stocks 


which 
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proved up by wells now being 
drilled by other companies. Cur- 
nt assets as of June 30, 1922, 
were 5 millions as against cur- 
nt- liabilities of 4% millions. With 
t earnings running around a million a 
onth, however, the company’s financial 
ndition is rapidly improving. At pres- 
t levels of 03 the stock has already dis- 
unted to a certain extent the improve- 
ent in the company’s affairs but we 
msider that, in view of the favorable 
itlook, it still offers possibilities tor 
rther appreciation in value. 


ATLANTIC LOBOS OIL 
Drilling Results Unsatisfactory 


Have you any recent information in regard 
» Atlantic Lobos Oil? J have been carrying 
me of this stock for a long time and al- 
ough it shows me a substantial loss I am 
msidering its sale unless you can give me 
yme good reason for holding o1 G. d. Fr 
ork, Me. 


Atlantic Lobos Oil company is con- 


olled by the Atlantic Refining Co. Its 
oldings total more than 100,000 acres in 
he Mexican Oil fields. In the past it has 
hown a large production but the salt 
ater invasion of its wells in the Amatlan 
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and Panuco districts has largely curtailed 
production of the company and _ necessi- 
tated the charging off of large sums spent 
on these properties for equipment, etc. In 
the past year, the company has endeavored 
to increase its production by extensive 
drilling operations in the Aguada tract but 
ilthough five wells were drilled to depth 
there were no satisfactory results and it 
is expected that further efforts in this 
field will be abandoned Capitalization 
consists of 10 millions $8 preferred stock 
and 500,000 shares of common stock of no 
par value. Financial condition of com- 
pany is understood to be fairly good but 
with results so unsatisfactory as regards 
the development of new production we do 
not consider the common stock an attrac 
tive stock to hold and our advice is to 
close it out and purchase something with 
Stocks of companies 
America while 


better possibilities. 
with properties in South 
decidedly speculative have better possibili 
ties in our opinion. Among such are Carib 
Syndicate selling around 5 and Maracatbo 
Oil selling around 10 





New Security Offerings 


CONSOLIDATED POWER & 
LIGHT 64s 


Yield 6.5% 


How do you regard the recent offering of 
Consolidated Power & Light 1st mortgage 6%% 
bonds? The return of 6%% appears liberal 
for a ist mortgage bond H. N., Stamford, 


Conn, 


Consolidated Power & Light $7,000,000 
Ist mortgage 6s due 1943 are secured by 
a direct first mortgage on all the property 
now owned or hereafter acquired of the 
company and its subsidiaries in Roanoke 
and Lynchburg, Va., subject to $4,648,000 
underlying (closed) divisional bonds. 
These bonds will also be a direct first 
mortgage on the entire power and light 
properties in Huntington, W. Va. The 
consolidated earnings of the properties 
covered by this mortgage, together with 
income from stocks owned of subsidiaries 
shows interest charges in 1922 earned 2% 
We consider these a good middle- 
grade bond and attractive at the offered 
to yield slightly over 614% 


times. 


price of 99% 


LOCKWOOD, GREEN & CO. 7s 


Good Business Man’s Investment 


How would you regard an investment in 
the Lockwood, Green &€ Co. 7% Notes? I am 
a business man and by careful selection try 
to get about 7% on my money without taking 
undue risk. Up to the present time my in- 
vestments have worked out very well and I 
want to keep up the good record.—D. C. K., 
Lynn, Mass. 


Lockwood, Greene & Co. has acquired 
all the assets of the Greelock Co. and 
thus directly owns a controlling interest 
in Lancaster Mills, International Cotton 
Mills and Roxbury Carpet Co., a one-half 
for MAIL-CH 17. 1923 


interest in Winnsboro Mills common stock 
and also a large investment in stocks of 
the Pacific Mills and the Lawton Mills 
These 6 million 7% notes due 1933 are a 
direct obligation of the company and are 
secured by pledge of collateral valued at 
$10,605,000. Total assets of the company 
upon completion of this financing are 
valued at $12,433,394. For the six years 
ended Dec. 31, 1922, the company’s net 
earnings, combined with its present stock 
holding proportion of net profits earned 
by the four mills in which it has a 50% 
voting interest and including regular divi 
dends on stocks ot Pacific Mills and Law 
ton Mills, have averaged $1,405,917 per 
annum, equal to 344 times interest on these 
We consider these sufficiently well 
attractive 


notes. 


secured to make an business 
man’s investment at the offered price o 


100 to yield 7%. 


BASSICK-ALEMITE 7s 
For Business Man's Funds 


I am considering the investment of $1,000 
in the Bassick-Alemite Corporation 7% notes, 
but before doing so would like to have your 
opinion of this security.—S. D. R., Chicago, Ill 

Bassick-Alemite $1,250,000 7% notes 
mature $125,000 Feb. 1, 1925 to 1932, and 
$250,000 Feb. 1, 1933. This company has 
been organized to acquire the entire out 
standing stock of the Bassick Co., and to 
gether with the latter company the entire 
stock of the Bassick Manufacturing Co. 
The Bassick Co. is the largest producer 
of furniture and truck casters in the world 
and a large manufacturer of furniture and 
automobile hardware and _ trimmings. 
Combined net earnings for 1922, after all 


charges imeluding depreciation, 


taxes, ctc., were 54% times com 
bined annual principal and interest 
note issue For 


000) Rewseewercees 


upon thi 


charge 


h ive 


the past three years carning 


averaged 5 times the interest charge on 


the note issue In a recent appraisal by 
the United States Appraisal Co. the plants 
are given a value of 3.3 millions Notes 
are a direct obligation o the company 


and in addition are secured by pledge with 


the Trustee of the company’s entire n 
terest in the above mentioned lari 
We consider the bond an attractive | 
re man mvestment 


ILLINOIS COAL CORP. 7s 
Another Bond Suggested 


Picase give me your opinion of Illinois Coal 
ga 


Corporation 7% bonds? m cons 


purchase V. N. L., Philadeitphia, Pa 

Illinois Coal Corporation $3,500,000 Ist 
mortgage 7s due 1943 are secured by a 
direct first mortgage on all the fixed assets 


of the company and in addition by deposit 


of all the stock of the Nason Coal Co 
the selling organization for the Illinois 
Coal Corp. The value of the mines equip 
ment and improvements of the company 


are appraised at about $2,600 per $1,000 
It is provided that no 
stock 


bond of this issue. 
dividend will be paid on the commor 
that would lower ratio of current assets 


to current liabilities to less than 2 to 1 
or reduce net liquid assets to less than 
half a million Earnings for two years 


months ended Sept. 30, 1922, 
were 3.28 times interest requirements 
We consider Sinclair Consolidated Ist 
lien and Collateral 7s due 1937 and selling 
on the New York Stock Exchange around 


and nine 


100 a more attractive investment oppor 
tunity as the yield is about the same and 
in our opinion the security higher. Assets 


of Sinclair are about five times the amount 
and net liquid assets 


bond 


bonds enjoy a broad and 


of bonds outstanding 


alone are in excess of the issue 
Moreover thes« 


active market 


EAST PENN ELECTRIC 6s 
Attractive Public Utility Issue 


ire the East Penn Electric First Mortgage 


( a good i cons t 


i. M. N., Troy, N. ¥ 

East Penn Electric $2,500,000 Ist mort 
a direct 
first mortgage on the new power statior 
under construction 


gage 6s due 1953 are secured by 


of the company now 
3% millions and by pledgs 
substantially the 


at a cost ol 
of stocks representing 
entire ownership of the subsidiary proper 
ties valued at $8,794,838, subject to $4,838,- 
500 divisional closed mortgages. Earnings 
in 1921 and 1922 approximately 
double interest requirements including this 
issue. Operation of new plant is expected 
to increase net earnings by $300,000, or 
double interest charges on this issue. We 
consider this a well-secured bond and at 
tractive at the offered price ol 97 to yield 
6.2%. 


were 


925 
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Income Tax ‘Department 


Conducted By M. L. SEIDMAN, C. P. A. 


O many questions in fact have been 
received from readers to date, that 
it has been deemed advisable to de- 
vote this entire article to the answering 
of some of them. 
*“_* * * 

Q.—Kindly answer through the income- 
tax column whether the various issues of 
Certificates of Indebtedness of the U. S 
Government issued in 1921-1922 are tax- 


able, and if so, under which form, Nor- 
mal or Surtax. (Signed) E. M. C. 
A.—The net income from Certificates 


of Indebtedness is not subject to the Nor- 
mal Tax. For surtax purposes, the in- 
come from $5,000 of the Certificates is 
exempt. The income from a principal 
above that amount is surtaxable. 





Q.—I was involved in the failure of a 
brokerage house in the early part of 1922 
—my loss being something over $5,000. 
There is a possibility of a portion of this 
being recovered from the assets. Would 
like to be informed as to the proper pro- 
cedure in making up income-tax report: 

(a) Shall the entire amount be written 
off as a loss? (b) If so—if any divi- 
dends are paid to the creditors later on, 
shall they be added to that year’s income 
in the making up of future income-tax 
report? (c) Had it not been for this 
loss I would have paid tax upon about 
$2,000—but this loss will leave me with 
a net loss of $3,000 as far as Uncle Sam 
is concerned. Am I allowed to count this 
$3,000 loss against my profits of the ensu- 
~~ year? (Signed) E. M. 

A.—(a) The debt owing to you by the 
brokerage house cannot be written off in 
full, since only that part that is actually 
ascertained to be worthless on December 
31st, 1922, can be deducted. You should, 
therefore, write off that amount that you 
know will not be recovered. (b) If 
you subsequently recover more than 





weet 


has been anticipated, the excess will 3 Tee 
be income in the year in which the 1 ¥ 


Bann 


recovery is made. If you receive 
less, the deficiency may be deducted 
by you. (c) The $3,000 loss can- 
not be applied against profits of 
the ensuing year. The net loss pro- 
vision is applicable only to net 
losses from a business, and appar- 
ently you are not engaged in the 
investment business. For further 
information in this respect, you 
might refer to a previous article 
covering this subject fully. 


Dove 
Dower 








Q—If you know of any place 
where I could get something of an 
explanation on the Income Tax 
question, please let me know. Al- 
though I have paid income tax 
076 =~ HH 


t Know oneee wero 1 


Thar + Do-- gs 
OvTRaAGeE -- 
MY PATmIOTICOM 





WING to a great many 
requests from our read- 
ers it has been decided to 


continue the Income Tax 
series for several further 
issues. 











for several years, yet so many questions 
come up that I would like something on 
the 1921 Income Tax Law. My income 
is less than $5,000. I make this state- 
ment as many times these matters of in- 
formation are issued in condensed form 
which might be suitable in my case. 
(Signed) H. J. 

A.—An income-tax primer is published 
annually by the Treasury Department, 
usually about February Ist, which sets 
forth in very clear language the elemen- 
tary principles of the income-tax law. 
Likewise regulations are issued explana- 
tory of the law, although the regulations 
are of more advanced nature. Both can 
be obtained from either your local Col- 
lector of Internal Revenue or from the 
Commissioner of Internal Revenue at 
Washington. It is planned in this Income 
Tax column to cover the salient features 
of the law, so that they might be the more 
intelligible to taxpayers. 





Q.—How is net profit or loss on stock 
sales figured? X buys 10 Steel at 100, 
cost $1,000, plus a broker’s charge of 
$1.50. He sells it at 105, giving him a 
gross profit of $50, but a net after allow- 
ing brokerage, 40 cents sales tax, and 
$1.60 interest on marginal balance, of $45. 
How would such a transaction appear on 


(Signed 


Return? 


the Income Tax 
a oy A 

A.—tThe net profit on this transaction 
of $46.60 must be reported, since the cost 
of the stock is $1,000, plus $1.50 brok 
erage, or $1,001.50 and the net yield o 
the sale is $1,048.10, arrived at by deduct 
ing from the sales price of $1,050, 40: 
sales tax and $1.50 brokerage charge. Th 
interest on the marginal balance of $1.60, 
may be deducted as interest paid, but 
should not be confused with the profit on 
the sale of the stock. It is assumed that 
the stock was purchased subsequent t 
March Ist, 1913, so that the element « 
March 1st, 1913, values does not enter int 
the question. 





the following items exempt 
1—Payments on farm mort 


Q.—Are 
from Tax? 
gage. 
or business. .3—Roads, drives, bridges 
fences. 4—On irrigation equipment for 
crops. 5—Are allowances made for sup 
port of parent of husband or wife 
(Signed) F. C. H. 

A.—1-4. Payments for such expendi 
tures are what is known as “Capital 
Transactions,” that is, that they are not 
expenses, but investments, or reductions 
of liabilities. They cannot, therefore, be 
deducted in the Tax Return. 5—Amounts 
paid for the support of husband and wife 
are not deductible, as the $2,000 or $2,500 
exemption is intended to cover that ele- 
ment. Allowances made for the support 
of a parent are not deductible either, but 
if the person making the allowance con 
tributes to the chief support of the par- 
ent, an exemption of $400 on that account 
may be taken. 


Q.—In connection with your very clear 
and satisfactory articles on income 
tax, I would like to ask you the 
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(Chicago Tribune) 
A very moving dicture of a man making out an income tax check. 
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following questions : 
If husband and 
separate return, can each deduct 
15% of net income for benevo- 
lences, or only one (presuming, of 
course, that each has the right 
to dothis)? 

2. Can both husband and wife 
hold $5,000 each of Building and 
Loan Stock, non-taxable, or only 
one, where separate returns are 
made? 

3. If stocks (non-dividend pay- 
ing) are bought and sold later at a 
profit, must these profits show in 
the report of the husband if on the 
books of the issuing companies in 
his name, or in the report of the 
wife in her name, or can they be 

(Please turn to page 954) 
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2—On new buildings needed in crop 
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TRADE TENDENCIES 
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Volume of Business Grows 


Optimism Now 
Business—Spring Prospects Good 





STEEL 








The Outlook for Profits 


SIDE from some stringency with 
A regard to rail facilities, and decided 

labor shortage in many steel-making 
listricts, conditions generally favor the 
steel industries in a way not seen since 
1920. Shortage of steel is evidenced on 
many sides and the position of consum- 
ers who had not taken steps to protect 
themselves against such a situation is not 
reassuring. The important mills are sold 
up for a long period ahead, with the lead- 
ing interest sold up to July. New de- 
mands continue to increase and it becomes 
apparent daily that the advantage will con- 
tinue to rest with sellers for some little 
time. 

While demand continues on a high scale, 
it is becoming more difficult to make ship- 
ments on account of lack of cars and 
handling labor. In the Pittsburgh dis- 
trict, tonnage is again accumulating to the 
distress both of makers and consumers. 








THE TREND 


STEEL—Production expanding. Prices 
higher. Increased wages in pros- 
pect. 


METALS—Larger demand for principal 
non-ferrous metals. Copper at 17 
cents. Improved outlook for earn- 
ings. 


OIL—Heavy volume of production 
readily absorbed. Gasolene prices 
advanced. Prospect for spring 
business excellent. 


AUTOMOBILES—Production schedules 
speeded up. Records likely to be 
broken with regard to demand. 


BUILDING — New construction in- 
creases. Wage difficulties. Ex- 
cellent volume of business at hand. 


AGRICULTURE—Price levels steady or 
advancing. Greater prosperity in- 
dicated for most agricultural dis- 
tricts. 


SUMMARY—The trend of business 
continues upward. Very large volume 
at hand and in sight for the next few 
months. Prices steadily rising. Un- 
employment practically nil. 
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the Note 


It is also believed that a wage increase 
is imminent but thus far steps along this 
line have not been taken. It seems, how- 
ever, almost a foregone conclusion that 
day wages will be increased before sum- 
mer. 


The principal buyers, as heretofore, 
continue such factors as the railroads, 
automobile manufacturers, tin-plate con 


sumers, building and certain lines such as 
the machinery manufacturers who are 
commencing to buy after a long period 
of idleness in this respect. 

A feature of the situation is the vir- 
tual elimination of foreign pig iron as a 
competitor in the eastern markets of this 
country. This, of course, has been due 
to the falling off of iron production as a 
result of the Ruhr occupation. An in- 
teresting development in this regard is 
that our steel-export trade is benefiting 
froni the practical cessation of steel-mak 
ing activities in western Europe. This, 
of course, is only a temporary condition 
but our steel makers are making the most 
of it? 

So. far as the outlook for profits is con- 
cerned, it is already apparent that this will 
be the best quarter since the beginning 
of 1920. The price level and volume of 
production has advanced to a point to ma- 
terially increase the rate of earnings 
This, of course, will later be offset by 
the expected increase in wages but in the 
meantime and during the next few months 
the steel companies should produce ex- 
cellent earnings results. 





RAILROADS 








Marked Improvement 
Railway results show gratifying im- 
provement. Elimination of labor difficul- 
ties and a greatly increased volume of 
business together with marked operating 
economies have placed the carriers in a 
sound earnings position. It is significant 
that during the closing months of 1922, 
net income of the carriers showed a defi- 
nite tendency to advance whereas in the 
same period of 1921, the result was quite 
opposite. This, of course, is the result of 


in 


the changed business conditions in the 
past year and a half. 

Rail management is exerting itself to 
reduce expenditure items and generally 
increase efficiency of operation. That it 
feels confident as to the outcome may be 
seen from the rising volume of equipment 
orders since the past few months. Roll- 
ing stock and other equipment is being 
overhauled and from a physical viewpoint, 
the rapidly 
position. 


roads are improving their 

Earnings results of many carriers in 
January indicate an exceptional improve- 
ment. Car loadings during February have 
not been quite so large as during the pre- 
ceding month but nevertheless they have 
been on a basis to justify expectations of 
very satisfactory results. 


The outlook for industry during the 
next few months and well into summer 
is such as to afford the belief that the 


carriers will exceed all earnings records 
since their return to private control. 
(Please turn to next page) 








COMMODITIES 


(See Footnote for Grades Used and 
nit of Measure) 


1923 


f — = s 
High Low Last* 
Steel (1)........$40.00 $36.00 $40.00 
Pig Iron (2).... 28.00 24.00 28.00 
Copper (3)..... 0.17 0.14% 0.17 
Petroleum (4). 4.10 3.00 4.10 
Coal (5) ; 4.25 3.12% 3.265 
Cotton (6). 0.30%, 0.26%, 0.30 
Wheat (7).. 1.35 1.30 1.35 
Corn (8).... 0.7 0.68 0.71 
Hogs (9)....... 0.08% 0.08 0.08% 
Steers (10)...... 0.1034 0.0834 0.0934 
Coffee (11.).... 0.18 0.10% 0.18 
Rubber (12).... 0.87 0.27 0.34 
Wool (18)...... 0.58 0.56 0.57 
Tobacco (14).. 0.24 0.18 0.24 
Sugar (15) . 0.07% 0.05% 6.07% 
Sugar (16).. 0.0834 0.07 0.08% 
Paper (17).. 0.043, 0.04 0.0454 
* March 9. 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
c. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No. 11, $ per ton; (6) Spot, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, § per bushel; (9) Light, Chicago, 
$ per pound; (10) Top, Heavies, Chicago, 
c. per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(18) Ohio, Delaine, unwashed, c. per Ib.; 
Ue) Medium Burleigh, Kentucky, — per 
lb.; (15) Raw Cubas 96* Full Duty, c. per 
Ib.; (16) Refined, c. per Ib.; (17) News- 
print per carload roll, c. per Ib. 
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OIL 





Advancing Tendency Comes to Halt 


The feature of the oil industry in the 
past few weeks has been the sudden ces- 
sation of the price spurt which began in 
several grades of crude, advanced to cover 
the entire crude field, extended to nearly 
all grades of refined, and just when it had 
assumed the proportions of a genuine 
“boom” quietly died out. While it would 
be too much to say that the market com- 
pletely reversed its direction, it is true 
that consumption has slowed down, stocks 
of both crude and refined are accumulat- 
ing, and in districts actual reduc- 
tions in gasoline and kerosene prices have 
been made. 

There is very little pressure of produc- 
tion at the crude-oil end, as new produc- 
tion has been disappointingly low. Impor- 
tations from Mexico are running at a 
lower level than for several weeks past, 
and the prospect for lower prices or even 


some 


stabilization in crude seems as remote as 
ever. 
The main sufferer from the new de- 


velopments in the oil situation is the re- 
finer. In the early stages of the boom, 
when crude oil was advancing faster than 
refined products, the refiner complained 
that his margins were being cut into by 
the big producing and refining interests. 
With the improvement in refined prices, 
the situation from the small refiner’s point 
of view became easier, as the profit mar- 
gin widened out, but now that refined is 
falling and crude remaining at the old 
high levels, with even a possibility of fur- 
ther advance, the outlook for the inde- 
pendent refiner has darkened again. 

* An anomalously strong spot in the in- 
dustry has been lubricating oil, which has 
moved up in price sharply in the last few 
days in spite of the. presence of respec- 
tably-sized stocks and a not abnormal de- 
mand. Export activity is believed to ac- 
count sufficiently for this phenomenon. 
In the other refined products, however, 
foreign business is unusually dull, and 
further price concessions in this branch of 
the business may prove necessary to stim- 
ulate buying. Should this be the case, it 
would not be surprising to find similar 
action taken on a larger scale in the do- 
mestic field 





COTTON 





As the season in cotton progresses, the 
statistical position to which reference will 
be made later, becomes automatically 
stronger. 

The facts are so obvious, however, that 
from a market standpoint, they have tem- 
porarily ceased to stimulate the imagina- 
tion of the speculator, and it is not un- 
likely that prices for the remainder of 
the season will be principally influenced 
by supply and demand. 

In this connection, attention is called to 
the fact that estimating the crop of 1922 
ne 


at 9,750,000 bales, the total available sup- 
ply for the including linters, is 
ander 12,000,000 bales, versus a supply for 
the previous season of 14,500,000 bales. 

American mills will require a minimum 
of 6,500,000 bales. Their consumption at 
present is running on a.scale in excess of 
this amount. 

This will give us about 5,500,000 bales 
available for export which is below the 
scale on which we are at present sending 
cotton abroad, we having exported 3,511,- 
000 bales up to February 16th. 

It would appear consequently that the 
available supply of cotton in America, 
outside of “mill stocks,” will be practical- 
ly exhausted on the first of August, and 
is possible to secure supplies 


Scason, 


before it 


from the new crop, mills will have to 
draw on their reserves in warehouses. 
This situation explains the unwilling- 


ness of the South to make concessions in 
price in conformity with such declines as 
occur periodically in the future market. 
American mills operated 35,240,853 
spindles in January and consumed 610,375 


in 


bales of lint cotton and 49,804 bales of 
linters. 

It is important also to note that mills 
are sold ahead for several months at very 
profitable prices. 64x60 cloth running 7.60 
yards to the pound is quoted at 8c., which 
is equal to 60.80c. per pound. This allows 
a margin to the mill of 32.30c. on a basis 
of 28% cotton. On August 1, 1914, these 
same goods were selling at 3%c. or the 
equivalent of 23.75c. per pound, whereas 
middling cotton was llc. per pound, allow- 
ing a margin of only 12.75c. 

The difference in profit to the mill t 
day, as compared with pre-war pric 
appears to be about! 20c. per pound 
every pound of cotton that they spin, k 
of course, the difference in the cost 
manu facture. 

This cost has materially increased, but 
by no means to the extent that the ma 
gin of profit has widened. The cost 
production has, however, increased even 
more than the cost of manufacture as thie 
producer must add the reduced purch 
ing power of his money. 





Municipal Bond Department Coming! 


Review and Analysis of Municipal Bond Market to Be Regular 
Feature in Future Issues of The Magazine of Wall Street 


investment 
system 


NE of the important 
3) branches of the financial 
which has not been covered except 
at irregular intervals in previous issues 
of the Magazine will be accorded a sepa- 
rate Department in the next issue and be 
covered in that Department regularly 
thereafter. 
The reference is to the Municipal Bond 
Market—that is, to dealings in the bond 








FOUR REPRESENTATIVE 
MUNICIPAL BONDS 


Yield at 

Offered 

Maturity Price 

State of Michizan 4'4s.. .1042 4.10% 


State of N. Carolina 4'4s.1940-60 4.35% 
City of Prov., R. L., 4s..1953 4.00% 
City of S. Fran., Cal., 4'4s1940 60 4.25% 




















Cities, 
of the 


various states, 


districts 


securities of the 
townships, villages and 
country. 

It is from this municipal bond field that 
the bulk of the security investments of 
most institutions are made. Municipal 
bonds are a favorite form of investment 
for financial organizations of many sorts. 
Large individual investors are almost al- 
ways heavily interested in this type of se- 
curity. Obviously, then, a Department 
devoted to the field, appearing regularly 
in the Magazine, should prove of imme- 
diate service to a large body of our read- 
ers. 

As was brought out in a recent article 
in the Magazine, the complications attend- 
ing municipal financing make the selec- 
tion of municipal bond investments if not 
a hazardous business at least a work that 
calls for an unusual amount of training 
and research. (The recent formation of 
a special Committee, composed of many 
of the best-known dealers in Municipal 
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Bonds in the New York District, for t! 

purpose of correcting some of the abus 

to which the Municipal Bond field h 

been subjected in the past, is an indic: 

tion of the truth of this statement.) Mer 
comparison, for example, of a commun 

ty’s assessed valuation with its net bonded 
debt—a procedure often followed in mu 
nicipal bond reports—will often prov 
more misleading than valuable; what t 
deduct from a community's gross indebt 
edness, in order to determine its net in 
debtedness, and the ratio between the latter 
and its “proper” (however legal) debt 
limit, is a task that calls for expert knowl 
edge of the particular community under 
discussion, and the special factors affect 
ing it. 

On the other hand, Municipal Bonds, 
as a class, are surrounded with a certain 
number of protective features which can 
make them an ideal investment from the 
standpoint of safety; and, taking into con 
sideration the fact that income derived 
from them is not subject to income taxa 
tion, they often are very desirable invest- 
ments from the income standpoint. 

In order to make a wise selection from 
the available issues, taking into considera 
tion the many pros and cons instanced 
above, one must obviously exert careful 
discrimination and painstaking analysi: 
Every effort will be made to apply thi 


analytical discrimination in the Municipal! 


Bond Department about to be inaugurated 
Beside the resources of the Magazine’ 
staff and files, several Municipal Bond ex 
perts will cooperate in building up thi 
Department, and it should prove a sourc: 
of authoritative information and sugges 
tion for those interested in the field. 

A few typical Municipal Bonds, not 
necessarily recommended, are shown in 
the accompanying table. In the next issue, 


a table presenting the more active and) 


desirable issues will be shown. 
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mills 

Bow ow enry Wi Inson became HNIC 

VhICch 

llows Although never favored by fortune, Henry Wilkinson died well 

basis off. The small sums he was able to save never would have 

“a amounted to much but for a discovery Henry made of the power 
he . . 

Pte of compound interest. By a simple but unsuspected method, 

ere ° . . . ° 

ag Henry Wilkinson doubled his money and doubled it again. 

Henry Wilkinson’s system is not a secret. It has nothing to do 
lt with speculation. There is nothing left to chance or luck. It is 
rice a sound plan of investment in first-mortgage real estate bonds 
1 which you or anyone else can follow. Mr. Pickering, who was : 
ae Mr. Wilkinson’s lawyer, explained the plan to two of his friends, 

‘ and their conversation forms the basis of an interesting and help- 
ful investment story. 
_ but “Anybody can do it if he has Henry 
ma Wilkinson’s patience and persiste , Write for the ry of Henry Wilkinson and 
t t said Mr. Pickering for free booklet, “Creating Good Investments 
even 
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. . rm P g . 7 hd “ 
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can 4. Loans Widely Distributed: Many small loans widely distributed, minimize INC, #. 
the risk, Each loan of satisfactory credit, or guaranty. Loans also made on col- " 
on lateral security. 
ved 5. Constant Demand: Money is always in demand. The business is not subject 
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Activities of the 


Investors’ Vigilance Committee, Inc. 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. 


When HEN the glib sales- 
the Glib W man, through force 
Sal of argument, sells 

ae you stock in some worth- 
Calls less concern, what does he 


torce you to admit? Simply this: that 
he has the stronger character of the two. 
By allowing yourself to be induced, by 
putting your name on the dotted line you 
atknowledge inferiority. 

The average successful business man is 
just as gullible when under the spell of 
the trained stock salesman as the ordi- 
nary laborer or working girl. Ask any 
reputable accountant firm specializing in 
the compiling of Income Taxes, what per 
cent of their successful business clients 
claim exemptions on the grounds of un- 
wise investments. If a statistical report 
of such exemption claims could be com- 
piled it would reach into the hundreds of 
millions. 

If the successful man is engaging an 
employee he will ask an applicant for 
several references from reputable firms 
or persons; then he will invariably tell the 
applicant to return in a few days. In the 
meantime, he will look up the applicant’s 
references. Being a level-headed busi- 
ness man, he considers his employees an 
investment, and he wants to know that 
the man or woman in whom he invests 
is honest and is a producer in whatever 
line of work he wishes to engage them. 

Following the same good business prin- 
ciples, the successful man will make .a 
thorough investigation before he  pur- 
chases: a piece of real estate, buys an 
automobile, or enlarges his business. He 
will even carefully investigate the quality 
of a piece of goods and the ability of a 
tailor before ordering a suit of clothes. 

In spite of all their conservative busi- 
ness principles—principles that have en- 
abled them to accumulate funds for 
investment—many men will allow them- 
selves to be talked into handing an utter 
stranger, about whom they know abso- 
lutely nothing, a check to the amount of 
four or more figures, to be invested in a 
stock about which they know nothing ex- 
cept what the smooth-tongued salesman 
has told them. 

The writer recently learned from a 
man of proven ability, considered by his 
associates as strictly conservative, that he 
invested a thousand dollars in a wild-cat 
scheme without even knowing the name 
of the salesman, or the office address of 
the company in which he had bought 
stock. Some weeks after his investment, 
he received an elaborate certificate, after 
which he heard nothing ox his investment 
for a matter of two years; then he was 
approached by another smooth-talking 
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HE plans of the INVESTORS 

VIGILANCE COMMITTEE, 
Inc., with samples of the forms 
used, will be sent upon request to 
any Chamber of Commerce or 
other business organization in the 
United States or Canada. 

It is the duty of every citizen of 
this country to secure the co- 
operation of his local business or- 
ganization with this Committee so 
that his own community may be 
made safe for investors from 
these “vultures who are parading 
like peacocks” in their midst. 

If the mail brings you, Mr. 
Reader or your friends, a speci- 
men of promotion literature, re- 
mail it to this Committee and help 
in the “Round-Up.” 











salesman who, after assuring him that his 
stock was worthless, and sympathizing 
with him on his bad investment, offered 
shares in another concern which on inves- 
tigation proved to be just as worthless. 
This time, however, his inherently shrewd 
business logic came to his defense, and 
instead of investing, he turned the infor- 
mation he had received over to his local 
Vigilance Committee, who passed it on to 
the Investors’ Vigilance Committee, Inc., 
and was soon informed that the second 
stock offered was as valueless as the first. 

When asked why he had purchased the 
first offering of worthless stock, this 
clever business man replied that he really 
did not know; that after he hat bought 
it, he was sure that it was no good, and 
he had made up his mind to accept his 
loss like a good sport. “I guess I was 
just talked into it,” he said, and laughed. 

“Talked into it.” That is the secret of 
the loss of billions of dollars annually to 
legitimate business. 

If the people of this country as a Na- 
tion would adopt the policy of “Investi- 
gate before you invest,” and then have 
the strength of character to live up to the 
policy the world would be a better place 
to live in. 

WHY? 

Because the millions of dollars saved 
in this manner would go toward many 
helpful business and community enter- 
prises. 

The business of a country or a com- 
munity is like a forest of trees. Each 
tree stretching forth its roots and tendrils 
for substance from the earth and from 
the air. There is only just so much sub- 
stance to be had. When the trees are all 
young the substance is sufficient perhaps 
to keep them all alive for a year or so, 


Cc. 

but as they grow bigger they requi 
more substance, and it is then that tl 
fight for survival commences. Gradual 
the stronger trees take the nourishme: 
from the weaker, until the weaker a1 


stunted and overshadowed, and finally d 
of starvation. So it is with busines 
Capital is the substance that builds ar 
maintains business. There is only just s 
much capital, roughly speaking, an 
therefore, only a limited amount of bus 
ness can be nourished, and it is for peop! 
to decide whether it shall be legitimat 
business or fraudulent schemes that wu 
dermine the resources of a communit 
that is to have the nourishment. 


What the investing public needs most t 
day is strength of character, the strengt! 
to say “NO,” and yet the strength t 
listen to any proposition and learn if pos 


sible what its merits are. 


The writer has met 
and women who will never allow a stock 
salesman to talk to them. They are afraid 
that they will be talked into doing some 
thing against their will. This is moral 
cowardice and is wholly unworthy of am 
man or woman. This moral cowardic« 
is as much a detriment to progress as is 
unwise investment. If every one turned 
a deaf ear to all promoters many worthy 
fail and the world 


numbers of me! 


would 
would stagnate. 


propositions 


Promotion and the sale of stocks is an 
absolute necessity to the welfare and bet 
terment of any country. The selling oj 
stock in a legitimate way, for a legitimate 
enterprise is simply the combining of re- 
sources, an amalgamation of financial 
strength. Every great enterprise that has 
given the world better better 
food, comfort, clothing, and transporta- 
tion, or what not, has had to resort to the 
sale’ of stock. 

The public must not condemn 
selling, or the men who promote. 
they must arm themselves against the 
promoters of fraud, and conserve their 
financial resources so that they may be 
able to help the advancement of every 
legitimate enterprise. 


service, 


stock 
Rather 





This page has been donated by THE 
MAGAZINE OF WALL Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit- 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are not 
guaranteed but are based upon informa- 
tion which we believe to be accurate and 
reliable.—Editor. 
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42 Broadway, New York City 


Would You Try To Sell 
7~tlim An AufoD 








He certainly needs one, but hasn’t the funds! 


—One-half of the commission houses in the 
district tell us their advertising doesn’t pay. 


—Some of them are frank enough to a mit 
“follow-up” is at fault. 


1° 


—The majority complain about lack of public: .. -re 
in their message. Too few inquiries to thei ad 


—To-day, when 80% of the orders on the New York 
Stock Exchange are coming from out of town, the Broke: 
that confines his advertising to New York newspapers, 
is getting only 20% efficiency. 

—The successful financial advertiser makes certain he 
is appealing to the proper audience before he attempts 
to sell his securities. 


—For the best means of approach to your real market 
use this no-waste circulation Magazine. Over 80% of 
its readers are outside of New York. 


A card, or phone call, will bring full information to 
your desk. ' 





Telephone Broad 5793 


The largest proven paid circulation of any financial publication in the world 
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Waldorf System 
Incorporated 


The current issue 
of our fortnightly 
securities and 
commodities _ re- 
view contains a 
discussion of the 
affairs of the 
Waldorf System 
Incorporated; al- 
so the sugar, cot- 
ton and _ grain 
markets. 





Copy sent upon request 


Private Wires to Principal Cities 


A. A. Housman & Co. 


Members 
New York Stock Ex. New York Cotton Ex. 
New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 
New York Produce Ex. N. Y. Curb Market 
Chicago Board of Trade. 
Associate Members of 
Liverpool Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Building, Philadelphia 
Amsterdam, Holland 


























Service 
In All Markets 


STOCKS COTTON 
BONDS GRAIN 


The current issue of our Mar- 
ket Letter discusses the out- 
look for securities and com- 
modities and contains an 


Analysis of 
Lehigh Valley 


with respect to the position 
of stockholders under. the 
modified segregation plan. 


Ask for circular MW-317 


Carden, Green & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
New York Produce Exchange 
Chicago Board of Trade 


43 Exchange Place 
New York 


Telephone—Hanover 0280 
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position for it can realize ten cents profit 
on 17-cent copper. In 1919, Kennecott 
Copper purchased 51% of the stock of 
Mcther Lode Coalition. The price was 
$1,000,000, and an agreement to give the 
new company the benefit of its facilities 
for milling, smelting, refining and selling, 
these services to be charged for at not 
more than cost. Under this contract, Ken- 
necott has been treating 6,000 tons month- 
ly of Mother Lode ore. The contract has 
recently been renewed to 1926 and pro- 
vides for treating 12,000 tons. Mother 
Lode can increase its output under this 
contract by shipping out a larger quantity 


of high-grade ore to the Tacoma smelter. ° 


Milling ores average 6.66%, but the high- 
grade ores assay close to 70%. Hereto- 
fore the company has averaged shipments 
of high and lower grade ores to produce 
a net yield of about 16.3% copper. The 
company’s property adjoins the Bonanza 
and Jumbo mines of the Kennecott Cop- 
per Corporation of Alaska. The mine is 
being developed along lines consistent 
with good mining practice and at present 
there is seven years ore reserves in sight 
on a production basis of 12,000 tons of 
ore monthly. In 1921, on the basis of 
6,000 tons monthly, the company reported 
net income before deducting depreciation 
and depletion of $1,111,578. The stock is 
attractive as a long-pull speculation at 
present levels for with increased produc- 
tion and higher prices for the metal it 
should be able to increase the present divi- 
dend rate of $1 per share per annum. 





AMERICAN SMELTING & REF. 
Close to Dividends 


As a somewhat tired holder of American 
Smelting € Refining would like your opinion 
as to whether it would be good business to 
sell out around present levels and switch 
into something else. I can get out about even 
at present prices.—A, B. H., Carlisle, Pa. 

American Smelting & Refining in 1922 
succeeded in earning over $4 a share on 
the common stock. As it is in very strong 
financial condition, ratio of current assets 
to current liabilities being 4%4 to 1, direc- 
tors would appear justified in placing the 
stock on a dividend basis at any time and 
we believe that this action will be taken 
in the near future. For the past ten years, 
earnings have averaged about $10 a share 
or the common stock. When dividends 
are resumed they will probably be at the 
rate of $4 but there would be prospects 
of higher dividends later on. At present 
levels of 65, we do not feel that the stock 
has fully discounted the improvement in 
the affairs of the company. American 
Smelting always benefits to a large de- 
gree by high prices for lead and zinc and, 
in view of the better market for these 
metals, the outlook is for an important 
increase in the earning power of the com- 
pany this year. In our opinion it would 


be best for you to hold your stock at this 
time instead of switching into anything 
else. 





RAY CONSOLIDATED 
Switch Suggested 


Your valued advice will be appreciated 
regard to Ray Consolidated stock. I have 
ticed the recent strength in the copper met 
market and realize that better times ure ahe 
jor the coppers. Ray Consolidated, howew 
appears rather slow in advancing and I hx 
been wondering if I could not switch to « 
vantage into some other low-priced copp 
stock, such as Mother Lode.—S. K. L., Frev- 
port, L. 1. . 

Ray Consolidated’s last statement 
earnings covers the three months ended 
September 30, 1922, in which period 4 ct 
a share was earned on the stock. In 192 
there was a deficit of 1% millions. | 
1920, 58 cents a share was earned and : 
1919 $1.05. Ray Consolidated is not o1 
of the lowest cost producers and, while 
the outlook at the present time is favor- 
able, we consider Mother Lode Coaliti 
a better holding as this is one of th 
lowest cost producers in the world and 
should be able to maintain its present div 
dend of $1 a share with copper as low a 
14 cents. With copper at 17 cents, highe 
dividends are likely. Our advise wouk 
be to make the switch as you would b 
getting an immediate return on your in 
vestment and have a stock with better 
prospects. 


U. S. RUBBER 
Benefited by Advance in Crude Rubber 


Having held United States Rubber stock for 
a long time without receiving dividends I am 
tempted to sell out in view of the recent ad- 
vance. I can afford to do without the divi- 
dends avd do not wish to part with it if it 
is likeiy to go higher as it still shows me a 
consideruble loss, ‘What do you advise?— 
C. T., St. Louis, Mo. 

United States Rubber for the six 
months ended June 30, 1922, reported earn- 
ings equal to 19c a share on the common 
stock. For the full twelve months a bet- 
ter showing is anticipated. An important 
development very favorable for this com- 
pany has been the increase in the price 
of crude rubber, as it is a large producer 
of rubber and holds a large amount in its 
inventory. The company as of June 30, 
1922, had a working capital of $85,000,000, 
but as $76,000,000 was tied up in inven- 
tories, it was a borrower at the bank to 
the extent of $35,000,000. However, the 
outlook is very much better for this year 
and bank loans have already been reduced 
materially. We feel that an optimistic 
view of the stock is warranted at this time 
and advise holding. 





SOUTHERN CALIFORNIA 
EDISON 5s 


A High-Grade Issue 


Will appreciate having your report o 
Southern California Edison general and re- 
funding 5%% bonds due 1944.—T. K., Passaic, 
N. J. 


Southern California Edison 10 million 
general and refunding 5%s due 1944 are 
an obligation of a strong public utility 
company and are entitled to a good rating. 
The company owns or controls properties 
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a generating capacity of 376,700 h.p 
vhich 249,600 h.p. is hydro-electric. 
e territory served is over 55,000 square 
miles in California with a population of 
million. For the year ended Dec. 31, 
net earnings were $10,115,310 as 
gainst $9,709,835 in 1921. This compares 
vith interest charges including this issue 
$4,658,735. At the offered price of 9714 
vield is 5.70%. While this is an ex- 
lk nt bond from the viewpoint of security 
onsider Philadelphia Co. lst refunding 
| collateral trust 6s due 1944 selling 
ie New York Stock Exchange at 100 
ield 6% a more attractive investment 

p rtunity. 
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The advice of 
your home banker 
helps other business men 


SNE of the most helpful things 
‘| that ever happened to busi- 
mess in -this country came 





his desk out of the private office into the 
general banking room. 


Just notice the next time you go to 
the bank and you'll see why. 


One man after another accepts that 
unspoken invitation to sit right down 
alongside and talk things over. 


A manufacturer, then a farmer, a 
commission man, a lawyer. Men in 
| every walk of life. 


Probably not more than one in ten 
is there to talk about loans or deposits. 
Most of them have come in to talk 
things over—to get an outside view- 
point. 

Your home banker makes it his busi- 
ness to keep in touch with general con- 
ditions all over the country and abroad. 
He sees something of every activity in 
your locality. 
| You'll find him more than willing to 
help you—perhaps in ways that you 
never thought of before. 








Not the least of his services is his 
ability to execute your banking bus- 
iness in New York 


THE FARMERS’ LOAN 
AND TRUST COMPANY 


16-22 WILLIAM STREET 
FIFTH AVE. OFFICE, 475 FIFTH AVE. 
NEW YORK 


CHARTERED IN 1822 
“FOR THE PURPOSE OF ACCOMMODATING 
THE CITIZENS OF THE STATE” 
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OWENS 
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We have prepared an 






















analysis of this Company's 


1922 Operations 
Remarkable Growth 
Established Earning Power 
Strong Financial Position 
Enviable Dividend Record 


Conservative Management 


Write for Analysis No. 774 


Spencer Trask & Co. 


25 Broad Street, New York 


ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
Members Chicago Stock Exchange 












































COTTON 


The statistical 
position from a 
market stand- 
point explained 


in our 


COTTON FACTS 


Circular sent upon request 


Moyse & Holmes 


Members N. Y. Stock Exchange 
67 Exchange Place NEW YORK 
Telephone: Rector 2908-13 


Uptown Office 
RITZ CARLTON BLDG., 
47th St. & Madison Ave. 
Telephone: Vanderbilt 6843 
























Current Bond Offerings 





Large Volume of New Issues—An In- 
teresting Change in the Yield Situation 


HERE was a good-sized increase in 

the volume of new bond offerings, in 

which state and municipal, industrial 
and public utility issues participated about 
equally. There were no unusually large 
issues but the number offered was much 
larger than in preceding weeks. 

It cannot be said that the new 
situation contained any conspicuous fea- 
tures. However, it is worth while com- 
menting on the fact that there have been 
no recessions in interest rates affered sub- 
scribers to these issues. It has, in fact, 
been apparent for some time that the trend 
of financing is no longer as favorable to 
issuing corporations as in the previous 
year. This is due to the upward turn in 
money rates. 

It is probable that except for corpora- 
tions possessing high credit standing that 
greater inducements to public participa- 
tion in new issues will have to be given 
than has been true in the past eighteen 
months. This has already been reflected 


bond 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 


Yield Off'd 

Amount (%) 

Jersey City, N. J....$3,100,000 4.15-4.20 
State of W. Va..... 1,500,000 4.03-4.10 
Fort Worth, Tex... 500,000 4.40 
Indianapolis, Ind... 836,000 4.25-4.15 
Kansas City, Mo... 1,000,000 4.20 


PUBLIC UTILITY 


Philadelphia Co. . .$10,000,000 6.25 +- 
Wilmington & Ches- 


ter Traction Co... 2,305,000 7.06 
East Penn. Elec. Co. 2,500,000 6.20 
Indiana Service Corp. 1,000,000 5.87 
Consol. Power & Lt. 

MG. auakwauakees 7,000,000 6.50 
Southern Cal. Edison.10,000,000 5.70 
RAILROAD 

Buff., Roch. & Pitts. 

Equip Tr. ........$1,920,000 5.00 
Southern Ry. Equip. 

Me, eascansbuues 6,750,000 5.00-5.25 | 

INDUSTRIALS 
Illinois Coal Corp.. .$3,500,000 7.00 
N. Y. United Hotels, 

DE. cccdncoisaved 3,500,000 7.00 
Ludlum Steel Co.... 1,250,000 7.97 
Lockwood, Greene & 

i. akbatedess . 6,000,000 7.00 
J. H. & C. K. Eagle. 5,000,000 6.50 


FARM LOAN 
Central Iowa Jt. Stk 





Rent Bash. ..<0cs $1,000,000 4.50 
Chicago Jt. Stk Land 
a eer 2,500,000 4.50-4.75 

















in the fact that several companies of some 
size have recently had to do financing on 
7%4-8% basis whereas during the past 
year a 7% rate was considered sufficient. 

Unquestionably, the new bond situation 
has changed somewhat during the past few 
months. However, it is noticeable that 
the demand for new issues continues on a 
fairly broad scale though not so pro- 
nounced as a year ago this time. One 
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reason for this, perhaps, is that under t 
speculative impulse now prevalent, the 
ducement is to enter commitments in m 
speculative types of issues than the fun 
debt type. 





AMERICAN SECURITIES 
GOING ABROAD 


(Continued from page 880) 








if security of income was the main c 
sideration, or in meritorious stocks, 
which case, in addition to the possibil 
of an appreciation in mark value, bas 
on the decline of the mark, there wor 
also be an appreciation based on the rise 
in value of the stock, if properly chos« 
in the country of its origin. 

There was left the question of which 
country to invest in. Holland, Switz« 
land and the Scandinavian countries ¢ 
fered the attractions of a strong exchang 
but the amounts of securities availal 
were limited and prices easily driven 
to an unattractive level, and Spain, tl 
other important neutral, was only slight 
industrialized and had a fluctuating e 
change rate. The latter was also the draw- 
back to investments in South America 
securities. 

The German investor could therefor 
choose only the investments of the larg: 
European allies and particularly of Amet 
ica, which had the largest investment fiel 
of them all and the strongest exchang 
rate. The prospects of large profit 
served as a salve to the injury to his pa 
triotic sentiments, and it is believed that 
investments by Germans in American se 
curities were more than double th 
amounts invested by uncritical American 
in German securities at the same time. 

What was here said of German inves 
tors applies equally to those who mad 
their money in Austrian or Hungaria 
crowns, in Roumanian lei, in Jugosla 
dinars, in Polish marks, even some 
Russian rubles. As the various currencie 
one after the other showed signs o 
crumbling, investors sought refuge in th 
Gibraltar of foreign exchange, the Amer 
ican dollar, and since actual dollars an 
even dollar credits were hard to obtain 
on account of the continuing excess o 
American exports to Europe over her im 
ports, they had an additional reason fo: 
being attracted to American securities. 

Italian investors and, we are assured or 
the authority of French financial papers 
French investors, too, have been quietly 
transferring their holdings of French se 
curities first into cash and then _ int 
American stocks and bonds. In France 
there still exists a law forbidding the 
“export of capital,” by which is meant the 
importation of foreign securities without 
a license to be paid for in French cur- 
rency. In one way or another, however, 
those who want American investment get 
around this law, and scarcely a day goes 
by without some foreign transactions in 
Utah or Royal Dutch. 

This tendency will go far to explain the 
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increasing difficulty which the French 
vernment has had in placing the new 
issues of short-term bonds which are 
cessary to its continued financial exist- 
ence. In a recent issue involving 8 bil- 
lions of short-term Bons de la Défense 
itionale, it is understood, 5% billions 
re merely old bonds turned in to be re- 
nded and get the benefit of a higher in- 
est rate. Exact information: is no 
longer to be had on these points, as the 
French Government since October, 1922. 
s not given out any details as to the 
portions of new money and of old se- 
cvrities refunded in the subscriptions to 
various new issues. 
[he presumption is, therefore, that the 
rchasing power of the French investor, 
a larger extent that heretofore, is be- 
nz siphoned off into American securities 
view of his increasing lack of confi- 
ice in the securities and the currency of 
own country, a situation analogous to 
t existing in Germany practically since 
armistice. 
m the other hand, since it became clear 
ard the end of 1922 that the upward 
rch of the English pound would not 
stopped in all probability before it had 
rroached par, an increasing proportion 
the European security buying has been 
ng into British securities, with which 
ropean investors have become more 
niliar, which are closer to home and 
re easily watched, and which in many 
es offer perfectly satisfactory yields. 
This would tend to lessen European pur- 


hases of American securities. 
Other Factors 
Another factor.in the situation which 


ist not be overlooked is the transfer of 
\merican securities by Americans to 
Europe involving a nominal as distin- 

ished from an actual transfer of pos- 
session. This is done in many cases by 
individuals to lessen the burden of taxa- 
ion, but of greater importance in all 
probability is the policy pursued by many 
inks of forming syndicates for the pur- 
pose of changing the nationality of the 

vnership of investment securities with- 

t changing the real nature of such 

vnership. Such transfers of merely for- 
mal kind are of course to be distinguished 
from an actual investment demand by 
European investors for American securi- 
ties. 

That this demand exists, and has been 
increased by the growing signs of financial 
instability in countries which had pre- 
viously been considered on the path to 
financial salvation, cannot, however, be 
joubted, and at the lowest computation 
has already resulted in raising the volume 

American securities held in Europe to 
a level well above that existing before 
the war. The increasing desirability of 
British investments, owing to the appre- 
ciation in sterling exchange, has, however, 
tended to check this buying on the part of 
Europeans by giving them alternative in- 

stments. So great is the volume of 
\merican securities held abroad and in 
prospect of further purchase that it seems 
highly probable that an arbitrage market 

American securities as between the 
New York and European markets will be 
revived, thus broadening the market for 
these securities. 
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Invest in Bonds 
—they are backed by actual values 


W HEN a great industry with 


established earning power 
borrows money by issuing bonds, 
it pledges actual properties of 
known value as security for the 
amount borrowed. 
Buyers of such bonds participate 


in a well secured loan for a definite 





BONDS 


SHORT TERM NOTES 


number of years at a definitely 
stated rate of interest. 
The security back of every bond 
The National City 
has been carefully 


offered by 
Company 
studied and analyzed. 


The latest list of such issues will 
be sent on request. 


The National City Company 
National City Bank Building, New York 


Offices in more than 50 leading cities throughout the World 


ACCEPTANCES 














demand at this time. 


WEST 


1511 Walnut Street, Philadelphia 


Philadelphia 





Railroad Investment Stocks 


High grade, dividend-paying railroad shares seem to be in good 
If you are interested in such securities we 
shall be glad to make specific recommendations upon request. 


& CO. 


36 Wall Street, New York 


Members 
New York Stock 
Stock Exchange 


Erchange 


























Yield is Higher 


than on other Bonds 
of Equal Safety 


Principal invested in Colum- 
bia First Mortgage Bonds may 
be rated as absolutely safe so 
long as New York continues 
to be the leading industrial, 
commercial, financial and resi- 
dential city of the world—the 
most important sea port and 
railroad center. 


For Columbia Bonds 
fully secured by the finest type 
of New York realty—secured 
by land, building and rental. 


are 


The generous yield of 614% 
is higher than is paid on other 
bonds of equal safety. 


The problem of balancing 
your list of investments is fa- 
cilitated by the basic safety 
and high earning power of Co- 
lumbia Bonds. 


Columbia Bonds are obtain- 
able in denominations of $1,000, 
$500 and $100. A partial-pay- 
ment plan is provided. 


Let us send full particulars. 


Send for Circular N-58 














NEW YORK 


COLUMBIA | Na 
MORTGAGE |=, 
COMPANY ([itii tere 
Columbia Mortgage L ’ ree - a 
Company Building 5 Rtas 
4 East 43rd Street |* = “i 





FOREIGN TRADE AND 
SECURITIES 
(Continued from page 883) 








agricultural nation, with a relatively in- 
significant industry. Once this is done, it 
would have a chance to balance its outgo 
with its income, and then only could it 
proceed to consider seriously the stabili- 
zation of the mark. 

At a recent date, the note circulation of 
the German Reichsbank amounted to 23% 
trillions (1 trillion equals a thousand mil- 
lion), and was increasing at the rate of 
450 billion a week. At current exchange 
rates, this total amounted to roughly 120 
million dollars. At the same time, the 
gold reserve of the Reichsbank amounted 
to over 1 billion gold marks, or nearly 
250 million dollars. It has often occurred 
to amateur economists that this means 
that the paper circulation of Germany has 
a gold cover of 200%, when both paper 
and gold are translated into dollars, and 
that, therefore, it would be the easiest 
thing in the world for Germany to call 
in its paper currency, redeem it for gold 
at the current par of exchange, and still 
have enough gold left to serve as the basis 
of a new paper currency, which might be 
made convertible into gold. Many of 
them have expressed surprise that Ger- 
many has not already done this, which 
would be a virtual stabilization of the 
mark at the rate prevailing on the day 
that the conversion took place. 

Apart from the disruption of the inter- 
nal financial structure which this would 
cause, the reason why this has not been 
done is that the same causes which have 
operated to bring the mark to its present 
low level could be expected to continue 
operating when the new currency was in- 
stalled. After a short time the new cur- 
rency would begin falling, just as the old 
one did, from its initial parity, and when 
it had fallen far enough it would be time 
to inaugurate a new stabilization opera- 
tion. 

This cause is the inability of Germany 
to balance its national income with its na- 
tional outgo under the present relations 
of its industry, its agriculture and _ its 
population. When its industry has been 
largely replaced by agriculture, or a large 
part of its population has disappeared by 
emigration or otherwise, the national bal- 
ance will be reestablished, but not till 
then, and when the national balance has 
been reestablished, any level of its cur- 
rency will be as good as any other level 
for purposes of stabilization, for there 
will be no national export deficit to meet 
by fresh note issues. 

At this point our analysis must stop. 
The precise point at which stabilization 
will take place may be arbitrarily fixed by 
the German Government at any level it 
chooses, and, granted the reestablishment 
of the national equilibrium will remain 
permanent, whether the Government 
makes it 20,000 to the dollar or 2,000. We 
can only reckon roughly, that if the gold 
reserve is 250 million:dollars, and the Ger- 
man Government decides to devote half 
of its supply to the purpose of stabiliza- 
tion, it will have available 125 million 


American dollars, which at the most re- 
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nt figures ur note circulation would 
mean an exchange rate of 22,000 to the 
llar. This, however, is merely the 
highest point at which the Government 
uld stabilize the mark. 
Should the note circulation at the time 
uilibrium is reached and stabilization is 
tempted amount to 6 trillions, the maxi- 
wn rate, using half of the gold reserve, 
ould be 48,000 to the dollar. As the 
pote circulation is constantly increasing 
ith no possible reduction in sight, it is 
vident that the maximum rate at which 
tie mark can be stabilized is constantly 
vetting lower and lower, and even at the 
}resent time is only 22,000 to the dollar, 
r not much above present levels. Under 
10 conditions, therefore, does there seem 
to be any possibility of profit in purchas- 
ig or “averaging down” marks bought at 
around the present levels, while at any 
xchange level the possibility of loss 
through the arbitrary low valuation of 
he mark by the Government at the final 
tabilization would seem to be a deterrent 
actor. 





| LARGER DIVIDENDS 
LOOMING ON MANY 
STOCKS 


(Continued from page 898) 





hese circumstances, the management 
would not appear to have any good use 
or surplus earnings except for payment to 
stockholders and a liberal dividend policy 
in the future is to be anticipated. In 1922, 
ver $10 a share was earned on the stock 
ind in view of the big demand for rail- 
road equipment prevailing at the present 
time the company is in line for much 
larger earnings this year. At present 
price of 116 the yield is 6.8% and the 
stock may be considered one of the 
most attractive of the equipment 
issues. 


Westinghouse Electric 


Westinghouse Electric & Manufactur- 
ing Co. back in 1907 ran into financial dif- 
ficulities and was obliged to pass divi- 
dends on both the common and preferred 
stocks. This lesson was never forgotten 
and since that time the management has 
been ultra conservative. Working capital 
is now close to 90 millions as compared 
with 30 millions before the war. 

In the past ten years, earnings have 
averaged over $8 per share per annum or 
double present dividend payments of $4. 
In 1918, an extensive plant improvement 
programme was put into effect to handle 
increased business and now that this has 
been about completed nothing appears to 
stand in the way of a more generous pol- 
icy toward stockholders. For some years 
to come it is anticipated that there will 
be great activity in water development 
and electrification of the railroads all of 
which will mean more business for West- 
inghouse. In addition, the manufacture 
of equipment for radio-receiving sets 
promises to be a very profitable side line 
for some time to come. Westinghouse 
Electric common has not broken away 
from the price range in which it has 
moved during the past several years 
and appears in an excellent position 
to rise to higher levels. 
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WHICH ARE THE MOST 
FAVORED INDUSTRIES 
TODAY? 

(Continued from page 878) 











obtained by a company on different levels 
of production would be about as follows: 
Weekly Production.. 75,000 100,000* 150,000 


% above or below 
mormal ©... .ccccces —25% 100% +50% 





Protits savetenes $1,000 $2,000 $3,700 
% compared with it a 
BOTMRE .ccccescess —23 % 100% +50% 


* Normal 


A company manufacturing food prod- 
ucts, on the other hand, using relatively 
simple machinery, most of whose costs 
consist of the raw materials, might show 
up as follows: 


Production, units.... 75,000 100,000* 150,000 
% above or below 

Mormel ccccsccscue —25% 100% -5O% 
Profits wecscccece $2,800 $4,000 $6,600 
> compared with 

oo rr —30% 100% + 65% 

* Normal. 


This illustrates the general principle 
that the larger the percentage of fixed to 
variable costs in any given company, the 
larger the percentage of excess profit on 
increased production, and correspondingly 
of course the larger percentage of decline 
in profits as production decreases. It 
also explains why the difference in 
rate of operations between 70 and 80% 
may mean all the difference between 
barely earning charges and making 
great profits. 

The United States Steel Corporation, 
for instance, ran at about 60% of capacity 
through the first quarter of 1922, and 
earned 5.9 millions. By the end of the 
year it had increased operations to some- 
what over 80% of capacity, an increase of 
25% over the first quarter. Earnings 
thereupon increased to 10.3 millions, or 
over 77% more than the first quarter. In 
terms of earnings on the common, an in- 
crease from 60 to 80% of capacity meant 
an increase from 21 to 97 cents a share. 
When it is reported, therefore, that Steel 
operations are running at the current rate 
of over 90% of capacity, the increase from 
80% may be expected to result in earn- 
ings of $2 a share or over. 

This shows the effect in a concerted case 
of huge investments in labor-saving ma- 
chinery and the consequent piling up of a 
heavy burden of overhead charges, which 
in times of increased production can be 
distributed over a larger volume and thus 
allow of unusual profits by bringing down 
the production costs. 


Conclusion 


Of course the general principles worked 
out here have to be modified by the pecu- 
liar circumstances of individual companies 
when they are used to measure the de- 
sirability of some particular stock at some 
particular time for investment purchase. 
A food company, for instance, which 
would theoretically not show any great 
percentage expansion in profits as_busi- 
ness increases may, like the California 
Packing Co., so increase its total business 
and total profits that it may show unusual 
earning power apart from the industry as 
a whole. The effect of price movements 
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should also not be forgotten. In the case asmiion 
of railroads during a boom period, where 
normally they should make exceptionally 
, high profits, it may be possible that wages 
material costs may get out of line . 
' with the revenues obtainable under rates | 
fxed by public authorities, so that their 
ts may be much less than they would Sos oad : 
eee a | The Cumulative, Participating 
ith these and similar qualifications in PREFERRED STOCK 
|, however, it is possible to make a 
ction between the industries that 
fit to an unusual degree from in- of e 
cS sed business, and those that profit M { | { 
and to base this distinction solidly ! e ropo 1 an 
| he fundamental nature of the indus- , ™ 
K try as regards the distribution of the va- | Ed + r 
d f elements of cost. 1 S O n O m p a n y 
a om this point of view, one may di- 
€ the large r industries based on the Now Pays $7 Per Share 
York Stock Exchange, without lay- 
too much emphasis on the classifica- | . , 
as follows : | The Company does the electric light 
o ’ thy ba . - “nsts * } . . . 
x —— food, Age wed Bn and power business of rich and rapid- | 
acco, sugar, paper. ly growing industrial communities in 
lominantly Labor Costs: Coal, cop- 5 ee ae -* a 
_ miscellaneous mining. eastern I ennsy lv ania comprising over 
lominantly Fixed Investment: Auto- 96 cities and towns. 
ibiles and accessories, electric ma- 
inery, railroads and equipment, ex- || The Preferred stock, in addition to be- 
‘ss, farm machinery, public utilities, , . ; ; ; 
ipping, theatres. ing Cumulative, is entitled to share 
= equally with the Common in any ad- 
| . . . . 
MAMMOTH OIL Co. ditional dividends which may be de- 
ca clared above the present rate of $4 
. (Continued from page 918) 
per share. | 
e wells ready to bring in when the time . : , : , 
es.” As the company had only begun Listed on the New York and Philadelphia 
S twenty-one wells up to early February, Stock Exchanges | 
which only four were labeled pro- 
5 ng, the accuracy of this report may Detailed Circular on Request 
m questionable. 
Nor does the report that Mammoth is ° 
ying operations pending higher prices | Eastman Dillon & Co. 
oil jibe with the known facts. Popu- ’ 
understanding of the contract to which Members New York Stock Exchange 
Mammoth owes its existence is that an 71 Broadway 843 Land Title Bldg. 
express demand is made for “due dili- NEW YORK PHILADELPHIA 
gence” in drilling operations on the part | Bowling Green 7470 Spruce 9570 
the operating company (and, sup- | 
posedly, without regard to the price of 
il) in order to avoid draining of the 
Dome by Salt Creek wells; and to cap | 
down the wells, or delay operations for | 
’ reason, would certainly not seem in = Sea RS fee ee 
line with the Government's requirements 
as set forth in the contract. 
Conclusion . 
Similarly, such other deductions as e 
have been made by THE Macazine oF Stocks Coffee Bonds 
Watt Street relative to Mammoth’s ap- ° ° 
parent inability to fulfill earlier expecta- Co S 0 l G 
, tions fail to be disproven by those who tton ugar : rain 
are still rabidly optimistic as to the future 
the corporation. Orders executed for Cash or Conservative Margin 
Without satisfactory refutation of our PRIVATE WIRES THROUGHOUT THE SOUTH 
vews therefore a conservative view as 
t» the probable fortunes of the company 
sems unavoidable. The shares them- F Eb | N E R & B E A N E 
selves appear exceedingly speculative, Members of 
and as no apparent reason exists for New York Stock Exchange New York Coffee & Sugar Exchange 
estimating the earnings of the Teapot New York Cotton Exchange Louisiana Sugar & Rico Exchange 
Dome at more than $29 per share, net, ee Cig — Associate Members of 
it is difficult to see why they should New York Produce Exchange ——— Liverpee! Cotten Exchange 
command their present price level NEW YORK: 27 William St. NEW ORLEANS: 818 Gravier St. 
above $50 per share. - 
for MARCH 17, 1923 
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UNLISTED UTILITY BOND INDEX 
POWER COMPANIES 


Adirondack P. & Light Ist. & Ref. 6s, 1950. .......csecccecccccesecs B.. 
Adirondack Electric Power Ist 5s, 1962. ....ccccccccccccecsccccccees A.. 


Alabama Power Co. Ist 5s, 1946......... ccccccecccocce 


Appalachian Power Co. Ist 6s, 1941........ peeeeinsenee eccoccccccee B.. 
Calif.-Oregon Power Co. Ist & Ref. 74s Series A, 1941...... cvcccces B.. 


Central Maine Power Co. Ist & Gen. Mtge. 7s Series A, 1941........ C. 


Central Maine Power Co, Ist 5s, 1949....... goeeneseconsces cocccee A.. 
A 


Central Georgia Power Co. Ist 5s, 1938. ..........++. Ceccccccccccce 
Columbus Power Co (Georgia) Ist 5s, 1986. .........scceeceeeee oe 
Goleman Hauer Go. Bes Ga, GOOD. «0.0 ncvcsccccccccsccecosccse 
Consumers Power Co. (Michigan) Ist 5s, 1936............ ecseceses 
Electric Development of Ontario 5s, 1933...........+++. ovccccececee 
Great Northern Power Co. Ist 5s, 1935 


Great Western Power Co. 5s, 1946 
Hydraulic Power Co. Ist & Imp. 5s. 1951............-- peneeceeuee 
Idaho Power Co. 5s, 1947.. ... 
Laurentide Power Co. Ist 5s, 1946.. 


Niagara Falls Power Co. Ist & Cons. Mtge. Gs, 1950. ..........2000 
Ohio Power Co. Ist & Ref. 7s, 1951.............-... Poon eervececeses 
Penn.-Ohio Power & Light Notes 8s, 1980........+...-. secoceced ee 
Potomac Electric Power Gen. 6s, 1923.......cccesececcctcesccccecs 
Puget Sound Power Co. Ist 5s, 1933..... SeOsoscoccescoeaeesooeeooss 
Salmon River Power Ist 5s, 1952.......... ceccvecce Secceescocsoecse 
Shawinigan Water & Power Co. Ist 5s, 1934........... eccccceccoee 
Southern Sierra Power Co. Ist 6s, 1986. ........cceccecceeccecccecs 
Southwest Power & Light Ist 5s, 1943..... ccccccecccesce ec ccccccees 


A 
B 
A 
A 
B 
B 
A 
A 
B 
B 
A 
Mississippi River Power Co. Ist 5s, 1951. ........-..seeceececceecs A 
A 
B 
c 
A 
A 
A 
A 
A 
B 
West Penn Power Co. Ist 7s. 1946............ cotcccce ccoccccecees B 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Co. Ist 5s, 1960. ........cceccecccees seeseses Be 
Buffalo General Electric Co., Ist 5s, 1989.............04 0. cocceces Mc 
Canton Electric Co. Ist 5s, 1987.. ..... cecccceccccscoeses neneenes Eve 
Cleveland Elec. Illum. Co. 5s, 1939........ Pecccveccccoecocece ecoee Mu 
Denver Gas @ Bisctele Co. Set Gn, BOGD. . .cccecccccccceccccceceooe: Bee 
Evansville Gas & Electric Co. Ist 5s, 1982........ecsecececceeceeses Bz. 
Indianapolis Gas Co. Ist 5s, 1952....... ebheesneheesssaeses+euren te 
Les Angeles Gas @ Giese. Gar. MH, BOG8. .ccccccecvcccccccccccscsesse ©.- 
Nevada Calif. Electric First 6s, 1946....... SSBESSCCELSCSoeeeeee oat Mss 
Okla. Gas & Electric Ist & Ref. 7145, 1941. .....cccccccccccceces —_ 
Okla. Gas & Electric lst Mtge. 5s, 1929..... ecccceccccecoooce ccocee A 

Rochester Gas & Electric Corp. Series B 7s, 1946............ — 
San Diego Cons. Gas & Electric Ist Mtge. 5s, 1989............- sesees &.. 
San Diego Cons. Gas & Electric Ist Mtge. Ref. 6s, 1939....... cccccse Bo. 
Standard Gas & Electric Conv. S. F. 6s, 1926............ ecccscesese Mes 
Standard Gas & Electric Secured 7458, 1941.......00sceeeeseeeees ne Ges 
Syracuse Gas Co. Ist 5s, 1946............. ccccccecccoceccecs eecces &.. 
Twin State Gas & Electric Ref. 5s, 1958. ......ceeeeeccecceeee coos Bs. 


TRACTION COMPANIES 


American Light & Traction Notes 6s, 1925........ 22... cceceeeeecee *B. 
Bloomington Dec. & Champ. Ry. Co. Ist 5s, 1940...........2+000+ wi ee 
Danville, Champ. & Decatur 5s, 1938...... coccecccccccosecose stone Wes 
Georgia Railway & Power 5s, 1954........ Cocccccccccccecccccccces B.. 
Kentucky Traction & Terminal 5s, 1951..... genbesestedeosnansonts c.. 
Knoxville Railway & Light 5s, 1946............ccceccccecseccees ns Ges 
Milwaukee Light & Heat & Traction 5s, 1929. ..........0.eeseeeeee A. 
Memphis Street Railway 5s, 1945. .... 2... ce cceceecceccesseeeeeeee Go 
Northern Ohio, Traction & Light 6s, 1926..........+-+-eeseeeeeeees B. 
Nashville Railway & Light 5s, 1953... .... 2.2.2... ceeeeeeeees on | 
Portland Ry. P. & L. Ist & Ref. Series A 7425, 1946........+0+00+0- c. 
Topeka Railway & Light Ref. 5s, 1983. ............seeeeeeees beces c.. 
Tri-City Railway & Light 5s, 1930........... 9080seeeseneeeeeseute Gx. 
United Light & Rys. Ref. 5s, 1982. ........cccccsccscccecceecscces €.. 


sceccccccees A.. 


Asked Price 


101 
97 
93 
91 

108 

104 
95% 
88 

100 
92 
96% 
96 
95 

108 
93'2 
99 
94 
954 
99 
94 

105 

105 
104 

100% 
97 
95 

100 

102 
89 

106 


89 
101 
9734 
99% 
94% 
92 
91 
106 
95% 
106 
95 
110 


100 

100 

104 
94% 
$1 


*101% 
74 
94 
90 
74" 
84 
97 
79! 
97 
93 


TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 5-Year 6s, 1924..... Cocecccccccocceseceeccese A. 
Bet Tel. Co. of GCamatie Bat Ga, BORD. nc cccccccccccceccccccccceeses A.. 
Chesapeake & Potomao Tel. Co. (Va.) Ist 5s, 1943. ........-+0eeeee A 

Home Tel. & Tel. of Spokane Ist 5s, 1936........... evecesece ascee Bo 


Western Tel. & Tel Collateral Trust 5s, 1932.......... 


* Without warrants. 


A—High Grade. B—Middle Grade. C—Speculative. 


101 
98% 
9414 
9214 
97% 


bid 


Yield 
5.90 
5.15 
6.50 
5.80 
6.70 
6.60 
5.25 
6.20 
5.00 
5.55 
5.40 
5.50 
5.60 
6.37 
5.50 
5.00 
5.45 
5.35 
5.10 
5.40 
5.60 
6.55 


7.30. 


6.00 
5.30 
5.30 
5.00 
5.75 
5.97 
6.60 


5.70 
4.90 
5.75 
5.05 
5.40 
6.10 
5.65 
7.75 
6.37 
6.90 
6.00 
6.20 
5.55 
6.00 
6.00 
7.10 
5.40 
6.45 


5.65 
7.75 
5.60 
5.70 
7.10 
6.30 
5.60 
6.80 
7.00 
5.45 
7.30 
7.10 
6.00 
6.65 


5.40 
5.90 
5.55 
5.80 
5.38 
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BOND PRICES SHOW LOSSES 


Unlisted Public Utility Issues Gene- 
rally Hold Well After Small Reces- 
sions—Market Quiet and Irregular 


ing bond markets this year was the 
advancement of the re-discount rates 

the New York, Boston and San Fran- 

c sco Federal Reserve Banks bringing the 
rate up to 44%4%. Naturally this has made 

r a reactionary tendency in all bond 
markets but on the whole, unlisted pub- 
lic utility issues show up very well. Cur- 
rent prices are practically where they 
were before the announcement though 
some recessions are in evidence. 

With the stock market booming and at- 
tracting larger funds for investment in 
siocks, the unlisted public utility bond 
market is dull and irregular. The ad- 
vancement of the rate by Federal Reserve 
banks was not altogether a surprise. Bus- 
iness is going ahead on a larger scale, 
requiring larger capital; money is for 
the time being dearer; and commodity 
prices advancing. Lower bond prices with 
higher yields is the natural sequence. 

While emissions of new issues have 
uieted down some, houses continue to 
report that they are absorbed readily 
enough. Investors seeking bond issues for 
straight jnvestment purposes can well 
ifford to wait picking out their issues 
with the indication at least that prices will 
ot advance immediately from current 
levels. On the other hand, as has been 
pointed out before, there can be no doubt 
ut that a few years from now many of 
the current yields offered on good se- 
urity will appear extremely attractive. 


Tin most significant event concern- 


General Gas & Electric Corp. 


Passing reference was made recently 
to the bond issues of the General Gas & 
Electric Corporation. Analysis of earn- 
ngs statement for twelve months ended 
November serves to show what the sub- 
sidiary companies have been able to do 
ind proportion of income accruing to the 
parent corporation. Corporaticn derives 
income from interest and dividends in 
twenty smaller companies. The compara- 
tively high yields on the bond issues no 
deubt reflect the fact that the present cor- 
poration last year took over the assets of 
the General Gas & Electric Co. under a 
plan of recapitalization. The new cor- 
poration holds out promise of doing well 
if last year’s earnings are used as a cri- 
terion and its bonds can be classed as 
those of a company which is improving. 
Management appears good. 

For twelve months ended November 30, 
1922, balance of subsidiaries’ income after 
all charges and available for the parent 
company amounted to $1,222,000. Interest 
charges on parent company’s funded debt 
including small miscellaneous expenses 
amount to $396,000 annually. 


Conclusion 


The first 5% bonds of 1925 at offered 
price of 95 show a yield of 7.70% if held 
to maturity while the sinking fund 7% 
issue of 1952 offered at par shows a 
straight yield of 7%. Prices given are 
offered prices. There is a spread of sev- 
eral points in current bid and asked prices. 
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Brandot cra. now Waddell 


89 LIBERTY STREET Ss 
NEW YORK 


Telephone Cortland 3183 


Exempt from all Federal Income Taxes 


Amount Issue Rate Maturity Yield 
$100,000 State of Alabama..... 444% 1933 4.25%, 
100,000 Sedgwick County, Kan.. 442% 1933-34 4.25% 
50,000 City of Toledo, O..... 434497 1939-45 4.25% 


75,000 City of Youngstown, O. 544% 1924-29 4.30% 
100,000 Jackson County, Mo. 6% Nov.20,1923 4.40%, 
25,000 Muskingum County,O.. 542% 1928-31 4.40% 
40,000 City of Fort Worth, Tex. 5% 1924-33 4.50% 
40,000 Choctaw County, Okla.. 534% 1947 4.75% 
25,000 Sevier County, Tenn... 5% 1933 4.90% 
25,000 Nueces County, Tex... 542% 1926-28 5.00% 
50,000 Eastland County, Tex.. 542% 1948-49 5.10% 


Detailed offerings of above upon request for circular M. W. 
. i 


























Stocks (|B=4) Bonds 
Grain Cotton 


Our facilities enable us to handle 
transactions for the large or small 
investor. 











We invite correspondence on any 
securities . . . listed or unlisted. 


CLARK, CHILDS & CO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange Chicago Stock Exchange 
Chicago Board of Trade N. Y. Coffee & Sugar Exchange 


PRIVATE WIRES TO PRINCIPAL CITIES 
165 BROADWAY, NEW YORK 


Telephone Rector 6600 


Branches: 
Hotel Belmont, New York Hotel Murray Hill, New York 
Hotel Ten Eyck, Albany, N. Y. 
Newburgh New York 





















































TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 


A 
Public Utility 
Bond 


One of the bond issues of 
an important subsidiary of 


the 


Consolidated Gas Co. 
of New York 


may be purchased at a price 


to yield 6.20% 





i, Write for Circular Describing” = 


~ New Amsterdam Gas 
1st Cons. 5s 1948 


25 Broad St., New York 
208 So. La Salle St., Chicago 











































B. R. T. 


Reorganization 


We have prepared 
a Synopsis and 
Analysis of the 
proposed Plan 
of Reorganization 
of this System 


A copy will be gladiy furnished 
on request for M. W. 10 


W™ Carnesie Ewen 
Investment Securities 
2 WALL ST.—NEW YORK 
Telephone Rector 3273-4 
























Over-the-Counter 








IMPORTANT ISSUES 
Quotations as of Recent Date 


American Type Founders..... 68 — 71] 

Se ar ee 98 —101 
Atlas Portland Cement....... 68 — 72 
Babcock & Wilcox... 109 —111 
ES: eae 111 —113 

Pe: sside sn oerate 103 —105 
Bucyrus, pfd. . 100 —105 
Celluloid Co. .. <2» = oe 
ee Hk cseaes 142 —145 

|, ee .. 109 —I)1l 
Congoleum Co., Ist pid. ..... 94 — 97 
Congoleum, com. ; . 170 —175 
Crocker Wheeler .... .. 3 — 55 

RCE eee 90 — 97 
Jos. Dixon CruciLle.... 138 143 
Gillette Safety Razor +280 290 


Ingersoll Rand ......... 120 —127 
New Jersey Zinc........... 177 —179 
Niles-Bement-Pond ....... 41 } 
eee 80 7 
Phelps-Dodge Corp’n. ...... 173 183 
Royal Baking Powder.... 125. —135 
ERS ee 99 —1()] 
Savannah Sugar ........... 56 - ) 
PU tbcehsddasacedess 104 107 
ey ee Ee wen 1146 —I] 
Thompson Starrett .......... 75 85 
Victor Talking Mach. (New) 168 —17}3 
Ward Baking Co. ...... . 125 13 
Yale & Towne....... aa . 62 —&44 
ee eee 158 —162 


7Listed on N. Y. Curb E xchange. 





Congoleum at 


was 
fort- 


HE Over-the-Counter market 
T active and firm during the 
night. 

The outstanding feature of the market 
was a further sensational advance in 
shares of the Congoleum Co., this time 
to sales'as high as 180, or 36 points above 
the bid price of two weeks ago. What 
this advance means in potential profits for 
those who bought the old stock at $80 per 
share, for example (or the price at which 


it was selling when first mentioned in 
these columns), is even more amazing 
than the advance itself. It figures out 


this way: The cost of 100 shares of old 
stock at $80 per share would have been 
$8,000. The stock dividend subsequently 
declared entitled the holder to subscribe 
to 150% of his holdings at $5 per share. 
Our holder, then, could have bought 150 
new shares at a total cost of $750. He 
would then have had 250 shares, costing 
him $8,750 in all. Figuring the present 
value of the stock at $170 per share (the 


prevailing bid price) these 250 shares 
would now be worth $42,500. In other 
words, the buyer of 100 shares of old 


stock at the price mentioned, through hav- 
ing exercised the privileges accorded him, 
would now have a total available profit 
of $33,750 on his investment of only 
$8,750! 

An equally astounding result is reached 
when one figures the increase in income 
derivable from the present holding as 
compared to the old holding: The old 
stock paid $4 per share. The new stock 
pays $8 per share. Hence, where the 
holder of 100 shares of old stock received 
$400 a year from his investment, the 
holder of an equivalent amount of new 
stock (250 shares) receives $2,000 a year, 
or five times as much. Half a year’s 
dividends, at this rate, will more than 
make up for the cost of his new-stock sub- 
scription ! 

Gossip in Over-the-Counter circles at- 
tributes the buying demand that forced 
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Record High 


the recent 36-point advance in Congoleun 
to rumors that a new stock dividend, thi 
time of 100%, was to be declared. Whether 
or not the demand was actually based on 
such a rumor, the report is understood ti 
have been denied. 

full statement for 1922 is 
expected to be published within the next 
few weeks, at which time it will be pos- 
sible to determine just how much of the 
recent advance in the stock was justified 
by the company’s results, and just how 
much was the result of market-momentum. 


Congoleum’s 


Borden Shares Active 


Stock in the Borden Co. continued active 


during the fortnight, around $112 per 
share. 
Representing a company of great 


financial strength (Borden’s financial po- 
sition was revealed in detail in our issue 
of February 17th, last), engaged in an 
essential business, with an earning power 
that has permitted uninterrupted payment 
of dividends for 20 consecutive years to 
date, and offering a yield of better than 
7% 2t current levels, it would seem that 
an unqualified endorsement of this issue 
as a gilt-edged common stock investment 
is fully justified. The company’s stability 
was brought out particularly well in the 
year 1921, when, with most other concerns 
reporting deficits or greatly reduced earn- 
ings, the Borden Co. was able to show 
nearly $12 per share for its common stock. 
Had there not been a strike during the 
year, moreover, the company’s final results 
would have been nearly $5 a share better 
than that. . 
The company’s annual report for 1922 
will, it is understood, be available for 
publication early in April. The statement 
will show between $20 and $22 per share 
earned on the common stock, or 2% times 
the present dividend rate. It will also 
show, according to trustworthy advices to 
this department, complete discharge of 
bank loans and a strong cash position. 
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«STOCK: MARKET+ AVERAGES: wy | 
‘ft 1921 
M 25 RAILROADS 140 
B25 INDUSTRIALS 
<= COMBINED AVERAGES 5 
1 OF 25R.R.6-25 INDUSTRIALS 0 
12 120 
11 110 
1 100 
ttrty 90 
80 
70 
60 
50 
N.Y.Times 
N.Y.Times Dow, Jones Avgs. -—50 Stocks——~ 
40 Bonds 20Indus. 20 Rails High Low Sales 
Monday, February 26... ..78.68 102.40 89.76 91.15 89.77 1,054,800 
Tuesday, February 27. 78.62 102.79 89.53 90.73 89.93 S86, 180 
Wednesday, February 28. .78.67 103.90 89.56 91.22 90.42 1,055,288 
Thursday, March 1....... 78.70 104.23 89.37 91.44 90.70 1,272,074 
Peete, Beare &. cess 78.61 104.05 89.06 91.85 90.97 1,356,581 
Saturday, March 3....... 78.66 104.51 89.63 92.13 91.31 751,675 
Monday, March 5........78.61 104.77 90.51 92.45 91.48 1,237,602 
Tuesday, March 6........ 78.49 104.79 90.25 92.04 91.79 1,309,082 
Wednesday, March 7..... 78.26 105.23 89.75 92.02 91.11 1,193,198 
Thursday, March &....... 77.98 104.70 89.36 91,99 90.79 1,288,210 
Friday, March 9.......... 77.88 104.48 89.19 91.24 90.84 901,810 
Saturday, March 10...... 78.01 103.82 88.98 91.04 90.56 481,050 











GILT-EDGED CORPORATION BONDS 
(Continued from page 913) 





tain lengths of track. One of the issues 
will be said to have a “first mortgage” on 
the trackage, the other a “second mort- 
gage.” Of course, the issue having the 
“prior” or superior lien enjoys a corre- 
spondingly wider margin of security and 
is, therefore, the safer investment. 

Also in this connection it may be point- 
ed out that the character of the property 
securing the bond should be stable. If it 
be a collateral trust bond, and the col- 
lateral behind it be speculative in nature, 
the bond itself will be speculative in na- 


ture. Far better, as a rule, that the se- 
curity represent physical properties of 
known, tangible value, and unlikely to 


fluctuate materially. 

Wide Margin of Earnings: If a bond 
is to deserve confidence as an income- 
producer, the issuing corporation 
should have a good record in respect 
of margin of earnings over and above 
interest requirements on the bond. 

This does not mean that the corporation 
should be able to show earnings of 
slightly more than interest requirements 


in the year before the bonds were offered 
for sale. It means that the corporation’s 
earnings for each successive year in a pe- 
riod of at least three years, and prefer- 
ably ten, should considerably exceed those 
requirements. 

How wide the margin of earnings 
should be will vary, of course, with par- 
ticular cases: In the comparatively stable 
Public Utility field, an average margin 
of 150% would not be small; in an erratic 
manufacturing line, an average margin of 
300% would be none too large. Expressed 
differently: A utility company with $5,- 
000,000 6% bonds outstanding, calling for 
$300,000 a year in interest, might be 
showing a good margin for its bonds if its 
earnings over a 5-year period averaged 
only $450,000; while the manufacturing 
company, with the same debt, might be 
doing none too well from the investor's 
point of view to show an average margin 
of $900,000. 

Student-investors who wish to compare 
this academic discussion with actual per- 
formance might do well to consult the 












Estadiished 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 





22 William St., 
New York 


55 Congress St., 
Boston 





Orders executed for future de- 
livery on the following Exchanges 
of which we are members: 


COTTON 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 


On the New York Coffee and 
Sugar Exchange, Inc. 


COTTON SEED OIL 


On the New York Produce 
Exchange 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 
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A 40-Page Booklet 


Individual Analysis 
of 20 Listed Stocks 


Seven securities selected 
because of their high fac- 
tor of safety and attrac- 
tive prospects. 

Kennecott Copper 
Texas Company 
Pennsylvania 
Packard Motor 
Hudson Motor 
Elec. Stor. Battery 
Com. Tab. Recording 
Thirteen other stocks 
whose analyses indicate 
that favorable exchanges 
may be made to other 

securities. 


Write for free copy 


SuTRO & KIMBLEY 
Members New York Stock Exchange 
Sixty-six Broadway 
New York 




































‘If Interested in 
Business and | 
Finance 


keep informed by reading the 
Bache ten-minute 
weekly summary of the business 
It * fo- 
cuses and interprets currents of 
to-day and indicates their trend. 
Sent to business men for three 
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J.S. Bache & Co. 


42 Broadway, New York City | 























































Rated Next 
to Liberties 
—Yields 6% 


Almost a million dollars worth of 
these bonds are owned by banks and 
insurance companies. Perhaps some 
of your insurance money or deposits 
are invested in them 

Why not obtain the full 6% yield 
for yourself by investing your idle 
funds in these bonds? An excellent 
exchange for your Liberties, securing 
for you a third more income. 

Listed on four Exchanges. Legal 
for Savings Banks in three States. 





SYSTEMATIC 
SAVINGS PLAN 


By this method you can 
multiply your holdings four 
times, paying 20 to 25% down 
and the balance in installments 
arranged to. suit your con- 
venience. 














Full details about the bond men- 
tioned above and about our Sys- 
tematic Savings Plan, sent free on 
request. 


Ask for M.W.-73 


McClelland, Claggett Co. 


60 Broadway 35 Congress St. 
New York Boston, Mass. 


NETS —-Soraer pttnene were run un- 


McClelland & Co. 
represents business 
growth made possible through the increasing 
number of satisfied clients. 


o 





Bond Buyers’ Guide, on another page of 
the Magazine. There they will see some 
comparisons between “average times in- 
terest earned” which may prove illumi- 
nating. 

Protection: However strong a bond 
issue may appear, in respect of the re- 
quirements already noted, its invest- 
ment merits may be totally voidable 
if a certain other safety element does 
not accompany it. The reference is to 
a protective clause in the indenture of 
the bond, protecting it against intro- 
duction of any superior liens on the 
properties represented. 

Suppose an extensive manufacturing 
enterprise issue a bond against certain 
portions, or all of its property: So long 
as no prior obligation is fastened on the 
corporation, that bond enjoys the first 
claim on earnings, and for the time being 
is secure. But then suppose the directors 
decide to issue another large bond issue, 
giving it precedence over the outstanding 
issue. Obviously, then, much of the in- 
vestment appeal of the original issue will 
disappear, or be appropriated in part by 
the new issue. 

If a bond issue is protected against such 
a contingency as that outlined above—if 
only to the extent of being named as the 
“court of last resort” in proposals to 
create new liens—it will evidently be su- 
perior, as an investment, than if it lacked 
such protection. 

Assured Interest: There are certain 
types of bonds, as suggested above, upon 
which interest need be paid only when 
earned. Thus, Debenture Income bonds 
in a certain railroad corporation, entitled 
to 6% interest when earned, have for 
many years received no interest at all. 
Such bonds, to be sure, are little better 
than so much capital stock; indeed, they 
are in one way less desirable than capi- 
tal stock, for the reason that, while there 
is no limit to the amount of money di- 
rectors may disburse over a given period 
on an issue of stock, there is a definite 
limit to the amount to be disbursed on 
any issue of bonds. 

It may be said, therefore, that in addi- 
tion to all the other features listed above, 
a good corporation bond will have a 
definite, annual claim upon the corpo- 
ration which must be met, whether 
the corporation’s earnings during any 
particular year are sufficient to cover 
that claim or not. (When the earnings 
are not sufficient, of course, the corpo- 
ration is required to meet the: interest 
claim through deductions from its sur- 
plus account, or from the money it has 
“saved up” since organization.) 

Distant Maturity: While the question 
of maturity may not always play a part, 
nevertheless it is often very important 
from an investment point of view. The 
individual who desires to invest a given 
sum of money does not wish, as a rule, 
to “loan” that money out for one or two 
years, to have it returned to him there- 
after and necessarily reinvested; he gen- 
erally wishes to place his funds where they 
may “stay put” for a considerable period 
of time. In such cases, the more distant 
the maturity of a bond, the more at- 
tractive it will be as an investment. 

Also, the question of maturity may 
have a considerable bearing in regard to 
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the bond's fundamental investment sta- 
tus. If it be a “near” maturity—that is 
one to be reached within one or two years 
the necessity of preparing to take up th 
issue in so short a time may cause some 
embarrassment to the corporation. (The 
maturity of a 5% issue’ may occur in a 
period of tight money; to re-finance itsel{ 
the company may be forced to sell a new 
bond issue at 6, 7 or even 8% rates; its in 


terest charges will, therefore, becom: 
just so much larger. But if the bond’ 
maturity date be distant, there will bk 


ample time to prepare for its retirement 

Non-Callable: Unless the bond buye 
is willing to chance having his security 
called for redemption far ahead of ma 
turity, thereby possibly incurring the ne 
cessity of re-investing his funds at ai 
inopportune time, he should endeavor t 
secure bonds which have no “callable 
feature attached. 


Corporation Bonds an 
Them will appear in 


(More about 
How to Analyze 
later issues.) 





BUSINESS BOOM IN FULL 
SWING 


(Continued from page 892) 





led to an advance of % of 1% in the 
current discount rate of the Federal Re- 
serve Bank of New York during the past 
month. That this advance would be fol- 
lowed by other Federal reserve banks 
(Boston having already adopted the in 
crease) is now foreshadowed by current 
observers, and there is little. reason to 
doubt it although a general increase in 
rates may be somewhat delayed. Reserve 
tanks have not thus far taken the lead of 
the money market but have rather been 
inclined to follow. Nevertheless, the fact 
that they have moved on upward after 
the commercial rate shows the recognition 
of a higher rate situation as being, for 
some time to come at least, normal, with 
the probability that a still further growth 
may easily occur when business expansion 
and corresponding demand for accommo- 
dation call for it. 


Downward Drift of Bonds 


In these circumstances, it might be ex- 
pected that the level-of bond values would 
move somewhat downward, due to the re- 
capitalization of bonds upon an income- 
earning basis. As a matter of fact, the 
bond market has shown such a tendency 
toward recession; or, as illustrated in the 
accompanying diagram, the cost of corpo- 
ration credit had tended to move upward, 
due to the fact that a higher rate must 
be paid to get a given sum of cash through 
the issue of corporate obligations. Still, 
the change in money rates has not been 
accompanied by any substantial change in 
supply; a statement which is equivalent 
to saying that there is still abundance of 
funds for investment in securities if in- 
vestors are willing to pay for them. 

There is already some tendency on the 
part of investors to be attracted into the 
stock market, as a result of the rising 
values there. The tendency has not gone 
far enough, however, to cause much short- 
age in the demand for bonds, and there- 
fore prices have held their own well, 
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ilthough failing to advance in most lines 
n sympathy with the stocks to which they 
long. The buoyancy of the market has 
ibout offset the downward pull of higher 
money rates. This process of offsetting 
me factor against another can hardly con- 
tinue indefinitely, but it must be expected 
that bonds in general will show the same 
inclination already displayed by liberty 
issues, to move toward rathe~ lower levels. 

Due to the reluctance ct the Govern- 
ment authorities to publish the current 
figures for import trade, the country still 
lacks definite information concerning the 
state of our foreign business since Nov. 
30, 1922, the figures thus being three- 
and-a-half months behind. This makes it 
impossible to afford definite informa- 
tion concerning the foreign trade outlock, 
but, according to the best estimates, that 
can be afforded foreign business has held 
up about as well as the disturbed condi- 
tions in other countries would permit. 
Exports have shown a steady ability to 
hold a level rather higher than that of 
a year ago. But it still remains true our 
foreign business is not producing for us 
any large net surplus, but rather that it 
is holding its own fairly well against ex- 
tremely depressing influences. Domestic 
security issues have turned away from 
foreign influences as much as they could, 
being inclined to minimize them as far as 
practicable; but this, after all, is only an 
ignoring of conditions which must be 
recognized as having their due effect in 
the long run.° 





NEGLECTED OPPORTUNI- 
TIES IN STOCKS 
(Continued from page 902) 











of 15 in 1921, from which point the re- 
covery has been steady but slow. 

Production is running at the rate of 30 
million pounds of copper annually, at a 
cost of something over 10 cents a pound. 
On 17-cent copper this allows gross profits 
of over 2 millions annually, or after allow- 
ance. for interest and normal depreciation, 
some $6 a share or better. Recent im- 
provements on the property may better 
this showing, the new storage dam for 
the hydro-electric development having 
been completed and plans for a concen- 
trator and smelter to enable it to treat 
low-grade ore, of which it has nearly 12 
million tons developed. Of the higher- 
grade ores at Hidden Creek, British Co- 
lumbia, reserves in sight at the end of 
last year were well: over 10 million tons 
averaging better than 2.25% copper. 

The great difficulty the company has 
had has been its financial! weakness, caused 
by the succession of drains upon its re- 
sources without compensating immediate 
returns. At the end of 1921 its current 
liabilities exceeded its current assets by 
$223,000, but this situation has been recti- 
fied since by the sale of 39,000 shares of 
common during 1922 at an average price 
over $26. 

It appears to have finally gotten over 
the effects of the poor copper markets 
and unfavorable operating conditions 
that have hampered it since 1918, and 
to be ready to return to its pre-war 
status of good earnings and high divi- 
dends. It should be held for a de- 
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A Premier Investment. 


First Mortgage 542% Gold Bonds 


of the 


Commonwealth Water 


Company 


Due December |; 1947 


Denominations $100, $500, $1,000 


Secured, by direct first mortgage upon the entire property of a 


highly successful company supplying water to Summit, Maple- 


wood, Irvington and other important residential communities 


in New Jersey, all within approximately twenty miles of New 


York City. 


This property is valued at over $2,400,000, against which 
there are only $1,500,000 bonds outstanding, on which the 


interest charges are over 2!%4 times earned. 


4 


These bonds are guaranteed principal and interest by Ameri- 
can Water Works and Electric Co., Inc., which controls and 
operates in thirteen states the largest group of privately- 


owned water works in the United States. 


The American Water Works and Electric Co., Inc., and its 
subsidiaries, after all charges, for the twelve months ended 
October 31, 1922, showed net income equal to over 18 times 


the interest charges on this issue. 


Price 951/2 and Interest to Yield 5.85% 


Hoac.ianp, ALLuM & (0. 





INCORPORATED 
ESTABLISHED 1909 
GROUND FLOOR 
115 BROADWAY 
NEW YORK 





GROUND FLOOR 
14 SO. LASALLE ST. 
CHICAGO 
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- Have you a satisfactory record of your personal 
Mr. Investor: finances and data for Income Tax Report ? 
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IUustrated circular and sample sheets on request 


Wilkes Pub. Co., 2350 Broadway, New York 


F inanciat 


EMINDER AND 
EADY REFERENCE 
ECORD 


Will expand as needed for 
Bonds, Stocks, Notes, Mort- 
gages, Real Estate, Rents, 
Insurance, Interest, Divi- 
dends, Open Accounts, etc 
Monthly and ‘‘Post-Years” 
tickler for maturity dates. 

loose leaf system contain- 
ing 100 sheets of eleven 
ruled and printed forms in- 
cluding leather tabbed 
monthly index. Size 7% x 
5. Furnished in standard 
binders as follows: 


Ye" back 
a 


$6.00 
Black Seal 
Leather...... $6.50 $7.00 


For over 50 investments 
back 


u ' 
With owner's name in gold 
50c. additional. 
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Do Your Profits Go Up 
When the Market 


Goes Down? 





A large number of investors in securities listed on the New 
York Stock Exchange are continually hoping for the market 
to ‘go up” in order that their transactions will show them a 
profit, and they are usually in despair when the market “goes 


down.’ 


It is plain to see that an investor in this class labors under a 


great handicap. His opportunity for profit is minimized 50%. 


Anyone who operates in the market and who does not take 
advantage of the long downward swing in prices, as well as 


the long upward swing, is only half an operator. 


The best results in stock operations do not come from divi- 
dends, but from the great changes in prices which are con- 


stantly occurring in various stocks. 


The Richard D. Wyckoff Analytical Staff guides the invest- 
ment transactions of its Associate Members in an individual 
and scientific manner, on both sides of the market, so that 
they are in a position to realize profits whether the long trend 
of prices be upward or downward. 


No one can take advantage of every opportunity, nor is 








| anyone infallible in forecasting price movements, but during 
‘ the past year our Staff succeeded in pointing out oppor- 

mh tunities from which Associate Members realized 

7s profits equivalent to many times the yearly 
~ 
~~ cost of Membership. 

THE » 

RICHARD ‘~, 

D. WYCKOFF ~ 

ANALYTICAL STAFF hi 

42 Broadway, New York. ~~ 


‘ Mail the coupon today, and 
What can your staff do for me? ~ P y 
1 am interested in © Investments 4 
for a long pull or © trading or Up 
© both. WwW 
(Mark the ones you are interested in.) 
My present holdings and available capital total ‘y 


full information, together 
with the proof, will 


*, 
approximately $..... ieeitienetbniannes ik, be sent to you 
This is to be held in strictest confidence by you 7", 
I understand there is no charge or obligation in send- ~ at once. 


ing for this information. 
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cidedly long pull, perhaps two or three 
years, but eventually there should be 
substantial profits in a purchase at the 
present level around 30. 


UNITED Possibly because of its 
ALLOY smaller size and the 
STEEL specialized nature of its 


operations this company 
has not yet been exploited stockmarket- 
wise as have most of the steel companies. 
It makes steel alloys for various special 
uses, from its own pig iron and coke, buy- 
ing ores and coal, having a capacity at 
all four units of the Canton, O., works 
of nearly 1 million tons a year. Its oper- 
ations are highly profitable, but apt to 
fluctuate even more than the average steel 
company. After going through an un- 
usually severe depression in 1921, it came 
back successful by the middle of 1922, and 
in the first eight months showed $2 a 
share on the common, after depreciation 
and preferred dividends. In view of the 
high rate of operations which it is known 
tc have maintained since, it is probably 
in position to raise the current $2 dividend 
to at least $4 annually, as it did from 
1917 to 1920. 

Its financial position is very strong, cur- 
rent assets at the end of 1921 having been 
13.4 millions to 1.8 of current liabilities. 
Among the assets, cash and U. S. Govern- 
ment securities amounted to 3.1 millions, 
or nearly $4 per share. Surplus amounts 
to nearly $32 per share on the common, 
and in view of last year’s good results all 
these figures will probably have to be re- 
vised upward 

At the $4 rate, assuming that such 
will be paid, yield on the current price 
of 37 would be nearly 11%. There is 
every reason therefore to consider this 
stock cheap at prevailing prices. 





WHAT CONVERTIBLE 
BONDS OFFER 
(Continued from page 888) 











privilege and take the profit in the stock, 
or else the bond should be sold at the 
appreciated price and the profit taken in 
that way. 


Why Convertible Bonds Are Issued 


The motives for issuing convertible 
bonds are various. They are often brought 
cut at times when some such attractive 
feature must be given to a security in 
order to facilitate its sale. This may be 
due either to the condition of the market 
at the time the bond is brought out or 
to the condition of the company issuing 
the bond. There are cases, however, par- 
ticularly applicable to railroads, in which 
the issuing corporation desires to have a 
proportion of its funded debt refunded 
into stock. The market at the time of 
issuing the bond may not be such that 
a stock issue would be readily salable, so 
the corporation puts out a convertible 
bond trusting that conditions will im- 
prove to such an extent before maturity 
of the issue that bondholders will exer- 
cise their privilege and the debt will be 
turned into a stock liability. 

While, therefore, it is true that the 
issuance of a convertible bond is not in 
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itself a sign of weakness in the financial 
dition of a company, yet in a great 
ny cases it should be remembered that 
bond was brought out at a time when 
company could not do financing in 
other form.. At the present time we 
» witnessing an extensive upward swing 
the stock market and this improvement 
; appreciated to a large extent the value 
many convertible issues. 


Such a condition as pointed out above 
juires om the part of the investor real 
estigation into the merits of the se- 
ity itself and a careful analysis of the 
incial condition of the corporation 
ose bond he may purchase and the 
spect for immediate improvement ‘in 
market position. With these facts in 
nd, an investor should be able to find 
the accompanying list some securities 
lich should result profitably during the 
xt few months, but he should keep con- 
ntly in mind the fact that in taking 


such issues tl is attached a specula- 


element which must be carefully con- 
ered. 
Below is given a description of some 
the more desirable issues in the list: 


New York Central Convertible 6s 


New York Central issues command a 
h investment rating, and with the im- 
ywement in the finances of the rail- 
id's position, the securities of this road 
wuld be bettered materially during this 
ar. The convertible debenture 6s of 
135 of the New York Central are out- 
inding in the amount of 100 millions. 
hey are redeemable as a whole or in 
rt, not less than 5 millions, on any in- 
rest date at 110 and interest on three 
mths’ notice. Should the bonds be 
lled for redemption they may be con- 
rted up to 30 days prior to the date men- 
med in the call. They are a direct obli- 
ition of the New York Central but are 
t secured by a mortgage. 
These bonds are convertible into the 
ipital stock of the company at 105 at 
ny time prior to May Ist, 1925. At the 
resent time they are selling around 
0314, and yield 5.65%. The stock is sell- 
iz at 9714, so that it would not be 
rofitable at this time to exercise the 
onversion privilege. There is a good op- 
portunity for this privilege to become 
juite profitable before it expires in 1925. 
There is, of course, a possibility that the 
ssue may be called before the privilege 
becomes profitable, but even though it 
hould be there would be a nice profit at 
the call price mentioned above of 110. 
New York Central stock is now receiv- 
ing $5 a share annually, but there is a 
possibility that this rate may be in- 
creased before long. The earnings of the 
company are improving materially, and 
last year the company earned approxi- 
mately $7.50 a share on its $268,000,000 
stock outstanding. One of the reasons 
for the improvement in earnings has been 
the absorption of some of the western 
roads into the New York Central system. 
Aside from the convertible feature 
of this bond it deserves a high rating 
on its own investment merit. It is an 
obligation of one of the best-managed 
railroads in the country, which at the 
present time is enjoying an excep- 
tionally attractive business. 
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Office 


451 Broadway, near Grand St. 





Complete Matched Private 
Suites for Banks 


and Corporation Offices 


Filing Cabinets, Wood and Steel, Cabinet 
Supplies, Safes, Sectional Bookcases 


She Globe~Wernicke Co. 


| 
| Uptown Store : 6 East 39th St.—5S East 38th St. 
NEW YORK 


30 Church St., Hudson Terminal | 











Chesapeake & Ohio Convertible 5s 


These bonds are selling at the present 
time at about 92%, and provide a yield 
of 5.51%. The bonds are convertible into 
stock from 1923 to 1926 at $90 a share 
and from 1926 to 1936 at $100. At the 
present time the conversion privilege is 
not profitable. The stock is now selling 
at approximately $74 a share. 

The Chesapeake & Ohio has shown ex- 
cellent progress during the past 10 years. 
In that period nearly $29,000,000 has been 
re-invested in the property from earnings. 
Last year the company earned about $8 
a share after preferred dividends on its 
$67,792,600 common stock. The road has 
an excellent record of earnings and there 
are good possibilities that the dividend 


will be increased over the present 4% rate. 
The road has recently been purchased by 
the Van Sweringens, and is now in a 
group consisting of the Nickel Plate, 
Clover Leaf; and the Lake Erie and 
Western. This consolidation of interests 
should prove very valuable to the C. &. O. 
The Convertible 5s are attractive on 
their own merits quite apart from the 
convertible privilege. 


Southern Pacific Convertible 5s 
The issue is not only an exceptionally 
attractive investment, standing upon its 
own merits as a high-grade bond, but 
it also offers an excellent opportunity 
through its conversion privilege. The 


(Please turn to page 951) 
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Prov. of Alberta 5%s 


due January, 1947 
to yield 5.30%, 


Prov. of N. Brunswick5'2s 
due January 16, 1932 


to yield 5.30% 


Prov. of Ontario 5's 


due January 3, 1937 
to yield 5.25% 


















Prov. of Maniteba 5's 


due April, 1934 
to yield 5.30% 


Prov. of Saskatchewan 5s 
due May, 1939 
to yield 5.30% 


All Payable in New York in 
United States Gold Coin. 


Canadian Bond 
Corporation 
of New York 


100 Broadway 
Phone 4863 Rector 





















































‘Canadian 
Bonds 
to Pay 


interest as follows: 
5.50% 
5.65% 


6.35% 
7.35% 


A good list to choose 
from—Send for par- 
ticulars. 































PULP & PAPER 





Div'nd Recent 
Rate Bid Asked 
$4 Abitibi (M)..... ? 70% 
. Brompton (M).. 41: 
6 Laurentide (M)..... : 95 
BUND BeBe ccccccccccece 4 45% 
7 Soenich River (M).. - 98% 98% 
7 AREER ER: 105 10534 
PUBLIC UTILITIES 

8 Bell Tel. (M & T)........ 121 121% 
: Brazilian Tr. (M * T). 503% 60% 


6 Can. Gen. EL (M & T). .- 88 88', 
154 


Se TD WR non cenesees 153% 

10 Mont. Tram (M)......... : 150 
5 Montreal Power ” or 114% 114% 
6 Ott. Power (M & T)...... 91 91% 
7 Shawinigan (T)........... 117% 117% 
SR, TI. Ce pecccccccess 24 








ACTIVE SECURITIES 
DEALT IN ON MONTREAL AND TORONTO STOCK EXCHANGES 
(Quotations in Canada) 





MISCELLANEOUS 
Div'nd Recent 
Rate Bid Asked 
$6 Asbestos (M)...... . 70 70% 
ST @e OO Gide «cc. . 89 8934 
. Atlantic Sug. Refrs. (M).. . 24', 
. Brit. Emp. Steel (M)..... 9 934 
. do. 2nd pfd. (M)....... 26% 2636 
. Can. C. & F'dry (M)..... 3842 38% 
do. pfd. (M)........... 77%  T7H% 
‘6 Can. Cement (M). . 85 87 
. Cons. Smelting (M). . 28 28% 
Dom. — (M & T)... 38% 3355 
7 do. «Oe ons 
7 Dom. oa ‘(M & T) idee “at 9834 
P. Lyal (M). .. 46 48 
8 Canadian Cottons ((M). ee 127 
12 Dominion Textile send ~~ =r 
8 Penmans (M) ...146%. 148 
12 Ogilvie Flour, ee o 320 
12 Lake of the Woods........181 185 








Active and Strong 


ANADIAN securities, and particu- 
C larly those listed in the groupings 

overhead, were active and strong 
throughout the last month. Among the 
more striking advances were the follow- 
ing : 


Previous Recent 


id Bid 
Com, Cee Be Fae cecccccesssses 29 33% 
* 2 ee 65 77M“ 
Pe CONE. « can cccceesesen 27 338% 
i Oh awekectoadeeedeoweceeus 75 
OO Orr 120 127 
OT SS OS eee 106 32 
DE GND nacstekdiacencked 107% 114% 


The strength exhibited in this market 
was the result of factors generally similar 
to those that have keyed up the American 
markets in recent weeks. Canada’s basic 
industries are swinging along at an active 
pace, credit supplies are ample and the 
general outlook qtite satisfactory. An 
additional factor influencing some of the 
demand for Canadian securities has been 
the knowledge that, in many instances, 
securities in Dominion corporations offer 
a higher return on the investment than 
that to be had from American securities. 





Dominion Canners Strong 


FEATURE of the market was the 

development of demand for pre- 

ferred shares in Dominion Canners, 
Ltd. The position of this company was 
called to the attention of American 
investors in our last previous report, 
at the same time that its preferred 
shares were recommended for investment. 
It is interesting to compare this com- 
pany’s position with that of the famous 
American Can Co., whose operations in 
the United States, of course, are along 
similar lines. One finds that the Ameri- 
can company is far larger, in respect of 
capital investment, working capital, total 
surplus and total earning power. Also, 
American Can made a fine showing in 
1921, whereas Dominion Canners did not. 
On the other hand, the Canadian Com- 
pany’s capital obligations, in relation to 
earning power, and its working capital, in 
relation to plant investment, compare very 
favorably with those of the American 
company, giving it the appearance of a 
concern inherently very nearly as strong. 
For example: 

American Can values its plants, real 
estate, etc., at 96 millions, roughly (as of 
Dec. 31, 1921) whereas Dominion’s figure 
for this item is only about 6.5 millions; 
American Can had net current assets as of 
the date given of 30 millions, while those 
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of Dominion Canners were only about 3.8 
millions; American Can’s total Profit & 
Loss Surplus approximated 25 millions, 
while that of the Dominion Co. was 1.9 
millions; finally, the American Co. aver- 
ages annual net income of from four to 
seven millions while Dominion Canners 
fluctuates below one million. 

But: The amounts earned on _ their 
bonded debts and preferred issues by 
American Can and Dominion Canners 
over a period of years compare as fol- 
lows: 

Earned Per Sh. 


mes Int. Earned of Pid 

Year A.C, 1.¢ A.C D.C. 
1912... isi 9.41 $15.86 $23.19 
—— 5.43 9.66 17.45 
a 7.42 2.86 10.61 9.68 
1915... 8.68 én 12.19 
13.67 6.01 19.31 24: 31 
1917... 20.74 To 2S.S4 30.24 
1918.. , 11.42 7.23 14.55 2847 
1919 . 10.44 8.21 12.56 31.43 
1920... 10.27 2.70 11.71 8.04 
1921.. 9.18 0.79 9.77 patna 
10-yr. average. 9.18 5.00 $14.50 $17.28 

As the above shows, American Can 


covered its bond interest by a consider- 
ably wider margin than the Dominion Co., 
in the last ten years, a fact which may 
have been due, in part, to the constant 
diminishment during the period of Ameri- 


can Can’s interest charges (American 
Can’s interest charges in 1914 were 
$681,000 and in 1921, only $492,400; while 








] 





Dominion Canners’ charges in 1914 were 



































$116,000, and in 1921 $106,000.) On the 
° other hand, in the ten-year period, the 
Dominion Co. earned an average of over 
— $17 per share on its preferred stock, in- 
cluding the bad year 1921 when it earned 0 and a e us 
=] nothing on the issue, while earnings on 
1 American Can preferred during the same “ ~ 7 
1 period averaged less than $15 per share. A Splendid Opportunity for Profit 
Dominion Can’s net current assets, as 
of 1921, were 60% of its plant values, - The Dominion Stores, Limited, is the largest retailer of gro- 
shown on the books, while those of the ier . : : 
Pwo ie ae age? - ceries in Canada and was established in 1910 with headquarters 
American were little more than 31% ~ “ : 
Genet. in Toronto. It is the only large grocery chain system operating 
Here is how the two preferred stocks in Canada and at the present time embraces a chain of over 
would compare, in respect of the items 205 stores located within the Province of Ontario. Each store 
used in the Preferred Stock Guide of unit handles a complete line of groceries. 
THe Macazine oF WALL STREET: The Class ‘A’ 8% Cumulative Preferred stock, which we are 
tTimes offering, is the first security of the company, being preferred 
a. —. oe a ne: both as to assets and dividends. Net assets securing the Class 
en ie eh. —— aay “A” stock represent over $200.00 per share. 
| Dom. Can. pfd... 7% SS 8.0 2.8 GROWTH AND EARNINGS 
| eS ee ee 1920—62 stores; 1921—122 stores; 1922—190 stores; 
It is obvious, from this comparison of Feb. 1923—205 stores. 
the two companies, that the American con- 
cern is bigger financially and industrially. 1920 1921 1922 
. That is, it represents a considerably larger Gross Sales $2,401,631.48 $3,461,153.30 $5,059,508.83 
1 re Net Profits. 34,679.12 58,245.23 100,092.11 
se _ It is not obvious, however, why the pre- Earnings show preferred dividend requirements earned over 
- ferred shares of the Dominion Co. should four times, which will be greatly increased through the opening 
he sell to yield a clean 2% more than those of additional stores. Dividends have been paid regularly on 
of the American concern considering the ‘ : : 
An ceemiian Gaal a tan Chaat what both classes of preferred shares since the inception of the com- 
he pany in relatien to its smaller size and pany. The common shares are now paying a dividend of 
4 limited obligations. $1.00 per year. 
™ a It is the intention of the Company to establish at least 25 new 
an Opportunities Elsewhere stores this year and the proceeds of this stock now being sold 
2S, Elsewhere in the Canadian market, a will be used for the extension of the business exclusively. 
number of other securities of substantial wduie ama ‘ 
strength offer, as Dominion Canners offers, en oe benny ayy aie Saree Sens 
an income return enough higher than that mon Stock. a . 
to be obtained from similar issues in the 
American market to seem well worth in- A descriptive circular will be mailed upon request 
3 vestigating. As the tendency of the Do- 
& minion market is to draw constantly 
1s, nearer that of America, it does not seem HOUSSER, WOOD & COMPANY 
9 likely that this premium in favor of the - 
r- Canadian investor will continue much Investment Bankers 
to longer. Those who apply careful dis- 10-12 King Street, W. Toronto, Canada 
rs crimination to the existing opportunities 
should be sufficiently rewarded. 
ir 
ry 
rs WHAT CONVERTIBLE 
l- BONDS OFFER 
" (Continued from page 949) 
9 bonds are now selling at 102% and yield CANADIAN SECURITIES 
“4 4.72% to maturity. They are convertible 
: on or before June Ist, 1934, into common The vast natural resources of Canada, her immense water powers, her gold 
: stock at par. With the common selling and silver mines, her great wheat-growing areas, have just begun to be 
7 at 93 the conversion just at present is not developed. , ‘sie 
3 . ae cs ; Canada is one of the most richly endowed countries in the world. Her 
4 profitable, ne, cones Ce record of national finances are: sound; her provinces and municipalities are pros- 
S the send mm 152 Gave oe =, good perous; her industries are thriving. 
chance that the stock will sell higher Investment in Canadian Government, Municipal and Corporation securities 
n within a reasonable period. Last year the is bringing rich returns to thousands of United States investors. 
" road earned its $6 dividend nearly twice Let us send you our selected list of Canadian offerings and tell you how 
’ over. The high record for the stock in you can increase your investment income in this remunerative field. 
} the past four years was in 1920 when it 
t sold up to 118%. With the steady im- 
provement in conditions affecting the Graham Sanson & Co. Ltd. 
railroads and with the stock market ? ? 
active and strong, there is a good pos- INVESTMENT BANKERS 
sibility that the conversion privilege TORONTO, CANADA 
of this issue of bonds will become ex- 
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acter of our work. 





THE SERVICE 
1.—Prompt replies to inquiries re- 
garding any security—or the 
standing of your broker. 
2.—An eight-page service 
issued every Tuesday. 
3.—The technical position for 
traders showing what to do 
with 100 stocks or more. 
4.—The Investment Indicator, which 
has no duplicate anywhere. In 
tabular form it shows the in- 
vestment position of the leading 
stocks and tells you what to do. 
5.—The Richard D. Wyckoff color 
graph of Business, Money, 
Credit and Securities. 
6.—Without additional charge a sum- 
mary of the regular and special ad- 
vices sent to you by night letter 
collect—optional with you. 
7.—A brief but thorough survey of 
the various fields of industry. 
8.—Recommendations of profit pos- 
sibilities in bonds. 
9.—A special wire or letter when 
any important change impends. 


report 





of your securities for our opinion. 











| With your subscription send us a list 
| 
| 


of The Magazine of Wall Street, 
42 Broadway, New York City. 


Wire service wanted—yes © 


March 17. 


On the other hand, more than 20 other important 
stocks are lower as this is written, than they were on 
January 30th, and a great many others are practically 
unchanged. Yet there are those who insist that it is 
‘so easy” to select the proper stocks in a rising market. 


You will find in the list of recommendatioius such stocks as 
Baldwin 1312 (not 12112 as stated in our last issue, through 


a typographical error) ; Stude- 
baker at I111'%, taking due 
notice of the dividend; Woolen 
at 9514; Republic Steel at 
4814; Bethlehem B at 611; 


and so on. 


THE INVESTMENT AND 
BuSINEss SERVICE is the 
recognized guide and authority 
for the man of moderate 
means. It is a cold-blooded 
analysis of all the factors that 
enter into the investment and 
trading situations. 


The advices are clear and 
definite. They not only lead 
to trading profits, but show you 
how to obtain a higher invest- 
ment yield. 


Send in your subscription 
today and commence taking 
your profits out of the security 
markets. 


[-------- — USE THIS COUPON — —-——————- 


THE INVESTMENT and BUSINESS SERVICE 


Enclosed find my check for $125 for the Investment and Business Service, to be 
sent me once a week for an entire year, beginning with the next issue. 








Every Purchase 
Shows a Profit 


The investment in business service recom- 
mended on January 30th. The purchase was 
more than 40 stocks—every one of each has 
advanced: The gains range up to 12 points. 
In selecting the proper securities at the proper 
time, we again demonstrate the expert char- 


| 
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tremely attractive within the next few 
months. 


CHILE COPPER CONV. 6s 
An Attractive Issue 

Another copper convertible bond which 
has not yet shown all the improvement 
that may come to it as a result of the bet- 
ter conditions in the copper industry, i 
the Chile Copper Company Collateral! 
Trust Convertible 6% issue, due April Ist 
1932. These are convertible into commor 
at $35 a share, and this privilege is quit 
likely to be attractive before the bond 
mature as the company has shown a larg« 
and steady increase in both productior 
and earnings. They have advanced quite 
rapidly within the past month and ar 
now selling at 103%, and provide a yield 
of 5.54%. The stock is selling around 30 
Control of Chile has, as is well known, 
been taken over by Anaconda, and this 
merger should prove extremely profitable 
to both companies. 

This would appear to be a convert- 
ible bond that still shows promise of 
considerable enhancement in value. 


AMERICAN TEL. & TEL. 6s 
Contain Profitable Conversion Feature 


utility convertible 
Tel. & Tel. 7-Year 
August Ist, 1925, are 
particularly interesting. These bonds are 
convertible into common stock on the 
basis of $100 of bonds and $6 in cash for 
one share of stock. They are now selling 
at practically 115% and the stock at about 
123. At the present price they yield prac- 
tically nothing, as in 1925 they will be 
repaid at par or $155 below their present 
cost. This amortization is so large and 
the maturity near that the interest 
realized in the meantime would be wiped 
out by the premium. The bonds, there- 
fore, are entirely a speculative invest- 
ment, their present selling price being de- 
termined by the price of the stock. It 
must be remembered, however, that 
American Tel. & Tel. common has at- 
tained an investment rating which is given 
to only comparatively few common stocks. 
It is now receiving dividends at the rate 
of 9%, which gives it a yield of a little 
over 7% at the present selling price. 

Last year the company earned about $11 
a share on its outstanding stock, and in 
the past 22 years earnings have averaged 
about $10 a share annually. The company 
has paid dividends of not less than $7.50 
a share for over 40 years. The stock of 
this company appears to be selling some- 
what too low, particularly considering the 
fact that its dividend has been declared 
for the whole year of 1923, and also that 
the financing that the company has done 
within the past 6 months has resulted in 
its obtaining a large amount of new capi- 
tal without increasing its fixed charges. 

This issue of convertible bonds is an 
example of the speculative element that 
enters into certain issues of this charac- 
ter when the conversion feature becomes 
profitable. In this case the entire yield of 
the bond is reduced to nothing. 


CERRO DE PASCO CONVERTI- 
BLE 8s 

Of the industrial convertible bonds 

Cerro de Pasco Copper Corporation 10- 
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Among the public 
issues the American 
Convertible 6s, due 


so 











lich 


lent 
bet- 
¥ 
Tai 
Ist 
nor 
uit 
nds 
rge 
lor 
lite 
iré 
eld 
30. 
vn, 
his 








Year Convertible Sinking Fund 8s, due 
inuary Ist, 1931, are an example of the 
rofit that may be derived at times from 
mvertible bonds. These bonds are con- 
rtible into stock at the rate of 30 shares 

stock for each $1,000 principal amount 
bonds. This figures out at a price ol 
out $33.33 for the stock, which is now 
lling around 49. The high premium for 
e bonds has, of course, reduced the yield 
wn to a very low point,* so that at the 
resent time the yield is only 34%. The 
mds are not secured by mortgage, but 
ey represent the only funded debt of the 
ymmpany, and are protected against any 
rior mortgage on the property through 
1 agreement in the indenture. It seems 
kely that Cerro de Pasco will soon re- 
ime dividends on its common stock at 
he former 4% annual rate, so that the 
mdholder who converted would hold a 
curity returning him about $120 against 
present return of $80 on the bonds. 





INFLATION AND THE 
PUBLIC UTILITIES 


(Continued from page 914) 





hat car operation is 45% of the total. 
[his is practically all labor required for 
wir operation. The percentage is small 
n this case. The labor item constitutes 
rom 45% to 60% of total operating cost 
n an average. 

The answer 10 the traction problem is 
wages. Pre-war scale of wages was 
ibout 30 cents on hour while current rates 
ire now from 50 to 70 cents. With com- 
modity prices rising, maintenance costs 
re mounting On the other hand, it 
should be remembered that the five cent 
fare is almost obsolete in this country at 
present. Whether it can ever return in 
the near future is a question. There are 
only a few cities like New York and San 
Francisco where the nickel ride can be 
had. On an average fares throughout 
this country are about seven cents. Trac- 
tion companies as a class are worse off 
than any other branch of the public utility 
field but slow progress is being made in 
rehabilitation. 


Conclusion 


Rising commodity prices without a 
doubt will be reflected in higher operating 
costs but on the whole another good year 
seems assured. There is nothing to be 
feared in the public utility situation but 
a revision of many roseate estimates made 
for some of the companies in the public 
eye may be necessary. 

Among the tractions and smaller com- 
panies which have had their difficulties 
curing the past five years, there are prob- 
ably many opportunities for purchases of 
speculative bonds, as for them the situa- 
tion should continue to improve due to 
recognition by rate making bodies that a 
fair return must be allowed. 

The investor favoring public utility 
stocks should use discrimination, hav- 
ing an eye to yield and stability of 
earnings. Many good preferred stocks 
are still to be had at levels where the 
yield is good but most of the common 
stocks of this group are beyond the 
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fp Veopeg: 


You may think of Swift & Company as a 
one family affair. Many do. 

It really consists of about 100,000 people, 
working together with a common aim. 

45,000 of these own shares in the business. 
Over 50,000 of them are workers in Swift & Com- 
pany. 16,000 of the workers are shareholders. 

Pages 19, 20 and 21 of our 1923 year book, 
just published, bring out who and what Swift 
& Company is, in a way that helps you to under- 
stand all industry—how it operates, why it has 
to operate in just that way. 

And it tells of the organization that has made 
Swift’s Premium Ham and Bacon, Brookfield 
Butter and Eggs, and Brookfield Sausage, — 
household words for excellence. 


Send for 
a copy— FREE 








Swift & Company 1923 Year Book 
Address: Swift & Company, 
4309 Packers Avenue 
U.S. Yards, - - - Chicago 








Swift & Company, U. S. A. 


A nation-wide organization owned by more than 45,000 shareholders 
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point where they can be considered  thic country and to take steps to restore 
attractive. party discipline. 

There will also be time to counteract 
the common opinion that Congress and the 
A REPRIEVE FOR BUSI. Administration have accomplished so little, 

NESS whereas they have really done so much 


— : Ur ltogether 1 hope for a rebound ublic 
(Continued from page 875) Altogether 1 lead orp 
opinion in support of true republican 











; ; representative government, moderation in 
which will be helped along by the Con- = jooictative experimentation and a re- 
gressional holiday. surgence of public confidence in the firm 

The small Republican majorities in the 
new Congress will work against blocism 
and for a restoration of responsible party 
government. Between now and next De- 
cember there will be time for the Re- 
publican leadership to realize where the ext Congress meets a lot of the alluring 
lack of party cohesiveness is leading it and novelty will have worn off some of the 


953 


and sane policies of the administration 
We will during the legislative quiescence 

get out of an atmosphere of protest into 

one of affirmation. At any rate, when the 












































and Investing 


Modern methods of analyzing 
when applied toinvesting lead to 
afeeling ofsecurity andcomfort. 


Careful analysis of the Ameri- 
can Bond & Mortgage Co. will 
convince you that your money in- 
vestedin the bonds they sell will 
be returned to you at maturity. 
Also you will know that your 
interest will be paid regularly. 
| Thousands of investors have 
purchased from us many mil- 
lionsofdollarsof First Mortgage 
| Real Estate Bonds, secured by 
improved city properties and 
| without the loss of one dollar. 
We now offer for sale the un- 
sold portion of a bond issue 
yielding 7% which was nego- 
tiated some time ago before in- 
terest rates were established 
at a lower level. 

Write at once for full information. 


Ask for Booklet N-69 
| AMERICAN BOND & 
MoRrTGAGE Co. 


INCORPORATED 


Capital and Surplus Over $3,000,000 
127 No. Dearborn St., Chicago 
345 Madison Ave., New York 
| Detroit, Cleveland, Boston, Philadelphia 


and other cities 





Modern Methods 













































































Percentages 


Los Angeles has five daily news- 
papers, two morning and three eve- 
ning. An even division of the adver- 
tising would be 20% for each paper. 

During January the Los Angeles 
Times led in the following 18 classi- 
fications out of 32, with these per- 
centages of the total: 


Agricultural ‘ 

Autos and Accessories 
Amusements, etc 
Banks and Financials 
Books and Publishers 
Building Materials 
Churches and Lectures 
Hardware, etc 

Hotels and Resorts. . 
Jewelers and Opticians 
Machinery, et 

Medical, ete... 
Miscellaneous . 

Office Equipment 
Schools, ete 








Transportatior 3 
Foreign Readers H2.2°% 
lassi fied 39.66% 
This would seem to prove that 


Times readers are interested in things 
which involve ample funds. 


Los Angeles Cimes 


Eastern Representatives: 
WILLIAMS, LAWRENCE & CRESMER CO. 
225 Fifth Ave., New York 
Harris Trust Bidg., Chicago 


























erratic propositions that now confront us. 
Our people area progressive forward 
looking people, and they are apt to fall 
into the mistake of thinking that any inno- 
vation is progress. What they want, how- 
ever, is real solid progress in line with 
cur basic institutions—not the doctrine- 
naire kind—and the longer some of these 
ideas that are new but really retrogressive 
are exposed to public view the less at- 
tractive they will be. I rather think some 
of them will be sadly shrivelled by next 
winter. It was an untoward day for the 
reckless reformers when they were sent 
home on March 4. 





THE COPPER REVIVAL 
(Continued from page 907) 








the shares representing this industry are 
equally attractive. Some companies are 
even losing money on a basis of 16-cent 
copper. These companies are indicated on 
the attached graph. Others should do a 
little better than cover their charges and 
perhaps show a slight profit. Only a few 
show comparatively large earnings. 

On 18-cent copper, of course, the entire 
list of companies will be favorably affect- 
ed but even on this basis, prosperity would 
by no means be universal throughout the 
industry as there are a number of small 
companies that cannot produce profitably 
unless copper above 20 cents, and 
that copper will reach such a high level 
in the near future, while not an impos- 


sells 


sibility, is by no means a decided prob- 
ability. 
For that reason, discrimination should 


be executed in choosing copper issues for 
speculative investment purposes. The 
data presented in this article, if employed 
carefully, however, should give at least a 
reasonably sound basis of making mar- 
ket commitments in the shares of this 
industry. 





INCOME TAX DEPART- 
MENT 


(Continued from page 926) 





shown on either report regardless, where 
separate returns are made? 

4. In this state we have an Income 
State Tax which is in many respects simi- 
lar to Federal Income State Tax. If sep- 
arate return is made to the Federal Gov- 
ernment, does it follow that a separate 
return should be made to the State? 
(Signed) C. F. C. 

A.—1l. Where the husband and wife 

make a separate return, each of them may 
deduct contributions to the extent of 15% 
of their net incomes. 
2. There is no exemption for $5,000 
Building and Loan Stock. You are prob- 
ably confusing this with the exemption 
permitted on the income from Treasury 
Certificates. The only provision in the 
law with respect to the Building and Loan 
Stock is that permitting an exemption of 
$300 of dividends from such stock to the 
taxpayer. When the husband and wife 
file a separate return, each can take the 
full exemption. 

3. Where separate returns are filed, 
the husband must report profits on the 





that he 


stocks 
stocks that she owned. Profits cannot be 


owned and the wife on 


reported by each interchangeably. The 
person who equitably owned the stock 
must account for the profit. 

4. The reporting on a joint return or 
separately is entirely optional with the 
taxpayer. The method you reported to 
the State would not be binding upon you 
insofar as your returns to the Govern- 
ment are concerted. 


Q.—1. I understand that a Canadian 
residing in Canada, who invests or specu- 
lates in U. S. Securities is exempt from 
paying any income tax to the U. S. Gov- 
ernment up to an annual income of $1,000 
derived from sources within the United 
States. Does this mean that he has this 
exemption of $1,000 no matter what his 
income from other countries or his own 
country may be? 

2. In this event, if a Canadian’s income 
from the United States is less than $1,000 
per annum, is it necessary for him to 
make any returns concerning the same, 
and where would he obtain the necessary 
blanks ? 

3. In Canada certain stocks are ex- 
empt from income tax, probably due to 
the fact the company already pays it, is 
this the case in the United States too and 


does it apply to non-resident aliens? 
(Signed) M. L. 
A—1l. The profits derived on specu- 


lation on the Canadian Stock Exchange by 
a Canadian subject, through dealings in 


U. S. Securities, are not subject to the 
U. S. Income Tax Law, as Section 217 
holds such transactions to be business 


done without the United States. Income, 
however, from U. S. Securities, in the 
form of interest, is income from sources 
within the United States and, therefore, 
subject to tax in the hands of a non-resi- 
dent to the extent that it exceeds $1,000. 
2. If the income of a non-resident alien 
from within the United States is 
less than $1,000, no return need be filed 
with the United States Government. 
3. Dividends on the Stocks of Corpo- 
rations organized in the U. S. are subject 
to the surtax only in the hands of the 
stockholders. They are exempt from the 
Normal Tax. This exemption holds as 
well for non-resident aliens. 


sources 


Q.—Are bonds subject to city tax, or 
county tax same as money in the bank? 
(Signed) Indiana. 

A.—The Indiana Assessment Law pro- 
vides that only Indiana State, County and 
Municipal bonds are exempt from tax. 
All other bonds are taxable 


Q.—Will you kindly advise me whether 
or not the fees of a Receiver acting un- 
der the jurisdiction and authority of the 
U. S. Federal District Court are subject 
to the Income Tax. The amount of his 
compensation being fixed by the court, but 
paid out of the proceeds of the sale of 
the property of which the Receiver has 
charge. (Signed) B. M. C. 

A.—The income received by a Receiver 
acting under the jurisdiction of the Fed- 
eral Courts is subject to the income tax. 
This is expressly so provided in Section 
213 of the Revenue Act of 1921. 
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DUPING THE PUBLIC IN STOCK 
SALES 


Characteristic Schemes of Promoters 
of Fake Securities—A Warning 


By Wittiam A. McGarry 


(N‘NURTAILMENT of the activities of 
bucket shops by reason of continued 
exposure of their methods and con- 

juent failures of the more notorious 

uses has not appreciably interfered with 

e operations of another type of swindler 
ho is far more dangerous in many re- 

ects than the dishonest broker. The 
tter, no matter what he happens to be 

lling, lures his victims by more or less 

iusible claims that he is “on the inside” 

th various supposed powers in the 
tock Exchange or Wail Street. The 

her type os  <et-rich-quick fraud takes 
exactly the >ppusite stand. 

Trading on the ignorance of working 
people and doing everything in his power 
to arouse suspicion of the Street, bankers, 
l-gitimate brokerage houscs and all other 
financial organizations, the store-window 
promoter does more <9 spread misunder- 
standing and distrust of ‘«siness, big and 
little, than any out and out radical agi- 
tator. It is probable that the harm he 
does in that respect, although hard to 
measure in dollars and cents, is far mere 
costly than the direct economic oss, in 
the long run. But such figures as are 
ivailable of the monetary loss show that 
the anti-exchange promoter, as he mig*st 
e called, is a greater menace than the 
yucket shop. 

In New York, Philadelphia, Chicago 
ind in fact in every big city of the coun- 
try there are operating today anywhere 
rom one to twenty store-window promo- 
tions per city. They run the whole range 
of freak mechanical “inventions,” natural 
resources, merchandising schemes, fisheries 
und real estate lotteries. Whether the 
scheme is a rotary motor designed to revo- 
lutionize the automotive industry, or a 
fish-catching machine, the “patter’ of the 
salesman is always the same. He 
promises to let the small investor in on 
the ground floor, giving the “profits” to 
him instead of to the “big banking in- 
terests.” He explains volubly that those 
nterests are trying by hook or by crook 
to get control of the proposition. 


Why They Don’t List 


Obviously, the stock in such promotions 
—there is nearly always some form of a 
stock certificate—is not listed anywhere. 
It is part of the game not to list it. The 
promoter avoids time-killing entangle- 
ments. Occasionally the district attorney 
or the police make a raid. That never 
happens, of course, until a complaint has 
been made. But as a rule the promoter 
is gone to new fields long before his 
victims begin to expect any income from 
their purchases. Closing his New York 
office on Saturday night when he thinks 
the limit of safety has been reached, he 
will have the window display set up and 
everything ready to go ahead by Monday 
morning in Philadelphia or Boston. 

It is contended by some authorities that 
the reason that form of stock swindling 
is so prevalent is because the promoter 
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INVESTING BY MAIL 


OUR CORRESPONDENCE DEPARTMENT is main- 
tained to meet the needs of investors remote from our 
offices and is well equipped to render exceptional : 
Investment Service. 


Our current investment offerings include twenty well- 
secured bonds and notes which are available in $500 
denominations at prices yielding from 5.70% to 
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Erie Pr: ferred 
M-K-T 
Missouri Pacific 
New Haven 
Pere Marquette 


The position of each of 
these issues is discussed in 
a current circular entitled 
“A Comparison of 


Rock island Ten Low Priced 


: Rail«” 
St. Louis So’west ind babe 
which analyzes the im- 
= i Rail >ortant tactors controlling 
outhern Railway 


Wabash “A” 


New earning power. 


A copy will be supplied free on request for M¥.31 
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100 Broadway, New York - Telephone Rector 7060 
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Cities Service Co. 


Constantly growing with 






























the inevitable growth 
of American Cities 


Total Assets over $400,000,000 
PREFERRED STOCK 
Now Yielding over 812% 


The unusual earning power back of 
Cities Service Co. is indicated in the 
replacement value of its properties, 
showing equities applicable to its 
outstanding Preferred stock which 
amount to about 4 times the present 
market price. Dividends on the 
Preferred stock were earned 2.43 


times in the year ended Jan. 31, 1923. 
Send for Circular P-18 
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has no competition. The bucket shop ap- 
peals to a more well-to-do class; as a rule 
to the man with an income of $5,000 a 
year or more. The same is true of legiti- 
mate security and stock salesmen. They 
cannot afford to canvass the worker 
directly, for obvious reasons, Occasionally 
the wage earner gets the opportunity to 
buy stock in. the corporation employing 
him, on the instalment plan. He is con- 
tinually the target of thrift advice. But 
even that is turned against productive in- 
dustry by the promoter and his bankers, 
who explain glibly that the banker cannot 
run without the money of the working 
man, and that his only reason for advis- 
ing thrift is to get that money at a low 
rate of interest so that he may make a 
huge profit on it. 

The fact that there is a grain of truth 
there—that the banks must depend on de- 
positors—makes the argument of the 
swindler sound plausible to millions of 
the relatively poor who have not learned 
that no institution can exist which does 
not render service in return for what it 
gets. The prospect is shown a circular 
containing a list of big corporations, show- 
ing how $100 made so much in the Ford 
Motor Company and so much more in the 
Bell Telephone. If he is fed enough of 
that sort of literature it never occurs to 
him to ask questions that would be quite 
obvious to a man with some _ business 
training. Such questions as he does ask 
are turned aside by accounts of legitimate 
enterprises wrecked by stock jugglings 
and by speculators. The promoter makes 
much of the fact that he is not juggling 
stock in the commonly accepted method. 
Any profit that he promises the victim is 
to come from operation of the ‘industry— 
only it never operates. 

The type of promotion described is 
worth the study of bankers, industrialists 
and merchants, if only from the point of 
view of potential new business. Its ex- 
tent is a measure of the nation’s buying 
power. Millions now going into it might 
as well be diverted into the channels of 
productive industry, but before that can 
be done financial interests must find a 
means of soliciting the wage earner. It 
is common knowledge that it is done in 
France. It was done in the United States 
—overdone, in the view of most financial 
experts—during the war in the flotation 
of the Liberty Loan issues. Blue Sky 
laws are of little use when they are con- 
fined to-the states. A Delaware corpora- 
tion can operate anywhere. It would be 
an injustice to attack all companies 
chartered in Delaware. But it is a fact 
that nearly all the swindling promotions 
in the East are incorporated in that state. 

It should be explained that the more 
careful of the store window promoters 
always operate with a new corporation, 
and as a rule there is some property back 
of it that they could show in a pinch. 
Perhaps it is the ancient “gold mine” near 
Washington, exploited by a half dozen 
corporations but never known to yield 
profits to any of them. Or it may be one 
of the Mexican plantations or the South 
American potash possibilities—remote ones 
—that have been hawked about for years. 
As a rule, the promoter has something to 
get him out of a fix if by some accident 
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he should get into one. There are some 
promoters, of course, who through inex- 
perience or daring take long chances, 
adopt a name, print stock certificates with- 
out any legal right and sell them to the 
working classes for whatever the traffic 
will bear. It is a fact also that many 
»§f them get away with that form of 
leliberate and intentional fraud for years. 


The Penalty is Paid 


Experience over a period of nearly ten 

ears in the investigation of the anti-ex- 
-hange promoter has convinced the writer 
that in the long run the shrewdest of the 
windlers get caught. It could be shown 
that most of the really successful ones are 

x-convicts. They are successful in evad- 

ing or defying the law because they 
learned how to do it by experience. Un- 
like the bucket shop proprietor, the 
leaders in store-window promotions 
arely try to “clean out” a victim. They 
ire satisfied—for the time being—with a 
ingle purchase, rarely to exceed a hun- 
dred dollars. The method back of that 
is more or less apparent. When the vic- 
tim learns that he has been swindled it 
loes not take him long to find out that 
the cheapest thing to do is to accept his 
loss philosophically. It doesn’t pay to 
bring suit, and the promoter knows it. 
Also, he can make a virtue of his pro- 
tection by asserting that the sale of stock 
is limited to any one buyer, in order to 
assure wide distribution. 

In any form of stock swindle the great 
obstacle to its prevention is the difficulty 
»f convincing the victim that he has been 
or is going to be “stung.” I have known 
successful merchants to make heated 
protests against newspaper exposures of 
such things as the patent aeroplane pro- 
peller, stock in which was sold all over 
the country a few years ago. The plane 
was expected—by the victims—to rise 
straight up in the air, and with its special 
propeller the inventor insisted any plane 
could be stopped and held motionless in 
the air. He had a demonstrating ap- 
paratus in which the fake could have been 
discovered by any school student of the 
laws of physics, but in spite of exposure 
he sold $80,000 worth of stock in two 
weeks in a large eastern city, and then 
disappeared before any action could be 
lodged against him. No attempt was made 
to manufacture the device, of course. And 
to the best of my knowledge none of the 
victims ever succeeded in catching up with 
the promoter, although men he had hired 
as salesmen are still operating in the same 
city, for other promotions. 


A Few Schemes 


A motion picture stock-selling scheme, 
chased out of Illinois by the Blue Sky 
Commissioner, ventured into another 
eastern city recently and succeeded in 
selling one hundred thousand _ dollars 
worth of stock in less than thirty days. 
The potential profits may be indicated by 
a scheme for unloading swamp land. It was 
operated in Philadelphia by a promoter 
for whom a fugitive warrant had been 
issued in Chicago. His sole purpose was 
to get enough money to defend himself in 
event the police caught up with him. 


(To be concluded in our next issue) 
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Exchange is recorded on the Ticker Tape. 
analyzing the message of the Tape it is possible to sense the 
forces of supply and demand that regulate prices. 
terpretation of the immediate course of individual security 
prices is offered in 
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CAR LOADINGS AS A BUSI-| the Ten-vear To, the HOLDERS Moril 15, 1981, 


MII I IONS NESS BAROMETER PACKARD MOTOR CAR COMPANY 
(Continued from page 886) Notice is hereby given pursuant to the pro 


visions of Article of the indenture dated -_ 
15, 1921, between Packard Motor Car.Com 










































































are being Jost annually through and Guaranty Trust Company of New York 
s_ . tee, that t ac a tor a om 
the purchase of mining stocks. continue longer than was necessary to 425 called for redemption on April 16, 1923, | 


Still, people will take chances. thoroughly accomplish its purpose of re- of its outstanding 10-Year 8% Gold Bonds issued 
P . . : under said indenture. On or after said date the 
The purchase of Municipal storing the commercial and financial  jojiders of such bonds, upon presentation and 


Prot structure to its equilibrium. surrender thereof, with coupons maturing October 
securities of old and big Euro- ° h a et oo 6 it- 15, 1923, and subsequent attached, at the Trust 
iti ff llent During the year <c we have w Department of Guaranty Trust Company of New 
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speculative possibilities, with ery in industry. The phrase, Business in accordance with the terms and provisions of 
small outlays. is much better,” has lately been reiterated such indenture, the principal amount of such 


bonds and a premium of 74% of such principal 


Information Cheerfully so often that it threatens to lose force by 20 Oune. 
Furnished its constant repetition. It does not rep- Interest on all the said bonds will cease on 


a oo . ¢ April 15, 1923, and interest coupons maturing 
resent mere optimism, for the number of after said date will be null and void. The cou- 


Cc. B. RICHARD & CO. concrete facts which might be cited to pons maturing April 15, 1923, should be detached 


demonstrate the improvement are so plen- 
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Established 1847 tiful, that there can be no doubt that we CKARD ee oe 


Investment Securities have long since emerged from the depths : bees Treasurer. 


of depression and are on the road to a Desreh, Biichiene 
29 Broadway New York City anlage cbruary 18, 1088. 
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business boom of at least moderate p SOUTHERN PACIFIC COMPANY 
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he extreme sensitiveness with which 165, Broadway, New York, N. Y., Jan. 2, 1923. 
- ra ili The Annual Meeting of the Stockholders of the 
cay loadings indicate the prevailing state Southern Pacific Company will be held at the 


| usiness activity is apparent. The office of this Company in Anchorage, Jefferson 
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around which the curve fluctuated during To transact all such other business as may 
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not to consider these factors we should QUARTERLY DIVIDENDS 
MAN WANTED be led to believe that the middle of the a: 
past year was not a period of appreciable , ae & Senke gee, Ot yy i 
The Magazine of Wall Street desires activity. However, the manner in which Cents ($1.75) per share on the Preferred Stock 
to add to ite staff a man with some car loadings jumped in November and %4 One Dollar and Seventy-Five Cents ($1.75) 


experience in interviewing heads of cor- A . per share on the Common Stock of this Company 
porations and thoroughly experienced in December, immediately these two retard- will be pee on reg 16, 1923, to stockholders of 




















writing statistical analyses of corpora- ing factors had largely disappeared, shows ecotd March 16, 1928 

tions. I h of th t busi move- Transfer books will be closed at the close of 
; the strength o le present business - business March 16, 1923, and will be reopened at 

One with some knowledge of the tech- ment in spite of these unfortunate ob- the opening of business April 2, 1923. 


nical side of the stock market will be 





given preference. structions which had been placed in its WILLIAM H. DWELLY, Treasurer. 
Positively no interviews until written way. Boston, Mass., March 6, 1923. 

application received containing chrono- Conclusion 

logical record of past experience, speci- i : AMERICAN TELEPHONE AND 

mens of work, references and amount of The great emphasis which has been TELEGRAPH COMPANY 

salary required; then only by appoint- placed upon car loadings as a business ba- 134th Dividend. 

ment. The regular quarterly dividend of Two Dollars 


rometer does not carry with it the im- .14 oclapdios Chate our damn ail Ge oall on 
plication that they should be used to the Monday, April 16, 1923, Oe copetihesiore of cueaes 
me : ¢ : . _ at the close of business on Friday, Marc 923. 
exclusion of or in preference to all oth ae aaa of Gn dome len of te 





























STOCK MAN AL ers. They are merely one of many whose _ stockholders, the transfer books will be closed at 
U combined use makes it possible to deter- the en hs TN March 16, 8 
Contains over 250 pages of valuable mine in a general way where we stand H. BLAI RSMITH, 
condensed statistics and information : ante reasurer. 
relative to stocks and bonds listed in the cycle. a . 
on the leading exchanges. The reason that car loadings should in “CompuTING-TABULATING-RECORDING 
If you cannot call, send for Booklet theory prove such a reliable yardstick by COMPANY 
WILSON & CHARD N which to measure the aggregate volume 50 Broad Street, apd yee N. Y. 
¢ ja io. fo +1. The Board of Directors of this company has 
. Oo of business lies in the fact that the rail today declared a regular quarterly dividend of 
Members Consolidated Stock Exchange roads transport practically the entire out- $1.50 per share, payable April 10, 1923, to stock- 
ei put of all our industries. When tested Sfrtch’ 33. Tuas “Fransier ‘books will not be 
62 Broadway New York in the light of actual experience, we find closed. : ; 
Telephone Whitehall 1964. that the economic history of the post-war me of. un W. F. BATTIN, Treasurer. 
period completely demonstrates in prac- : 
: : , ; iore- REAR KKK 
FORD REO PACKARD tice their value as an index. The major ) : 
etenis te enncnen Gar Ghshen tinal ity of such barometers at present disclose x i i B k » 

* aa : that we have long since left the trough * merican anker + 
Interesting information and markets ; 7 . 
on request. between the waves and are speedily be- . NEW YORK * 
JOEL STOCKARD & COMPANY ing carried towards the crest. Exactly > OLDEST AND MOST WIDELY CIRCULATED 4 

. how high a wave it will prove to be, and x ° ° ° 
Penobscot Bldg., Detroit . : ° * 
Steniens Gute de. Excheage how long an interval will elapse before . Banking Journal in America 4 
we reach the top time alone can reveal. SERRRESRERESEEEREEEES ERED 
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IMPORTANT DIVIDEND 
ANNOUNCEMENTS 








Am’t 
Ann. Rate 
$3 Adv Rumely pfd... Tic oO 
$7 Allied Ch & D pfd $1 75 Q 
$6 Amer Loco com.. $1.00 © 
7 Amer Loco pfd. $1.75 QO 
™) Amer Pneu S Ist pt $1.75 SA 
Amer Pniu S 2d pf We 
Amer Safety Razor. 25c - 
t Amer Shipbldg com 2% QO 
[7 Amer Stores <6 SS 
Amer Tobacco pid. 14% © 
Anaconda Copper The 
Asbestos C Can c 14% Q 
Asbestos Corp pid. 14% YY 
Beth Steel com A.. 14% Q 
Beth Steel com B..14%% Q 
Beth Stecl 7% pid. 14% OQ 
Beth Steel S% pid. 2% Q 
S Boston & Albany $2.00 © 
7 Bush. Ter Bldg pid. $1.75 © 
Calumet & Arizona. $1.00 
$7 Case Thresh M pfd$1.75 QO 
Chili Copper G22 
“3 Coca-Cola com $1.50 O 
Coca-Cola com Mk Ext 
si Comp T & Record. $1.50 O 
Cons. Gas new pid. STY4« 
$4 Cramp & Sons, Wm $1.00 QO 
i (rane Co com, 1% ©) 
7% Crane Co pid 14% 0 
“i Crescent IP Line 7 2 
$7 Cuban-Am Sug pfd$1.75 © 
s Detroit Edison 2 0 
$4 Dom Tex new com. $1.00 Q 
ri Dom Tex new pid.. 134‘ 2 
6% Du Pont Pow com 1 
Du Pont Pow pid. 1%‘ Q 
% lu Pont de N deb 1%‘ Q 
6% Du Pont de N com.14% OQ 
6% Fed Lt & T pfd 1™%° 0 
$3 Fed Lt & T n Lic a) 
Fed Lt & 17 on Tix Ex 
7 Gen Cigar deb pid 1%‘ YQ 
S% Gen Electric o% a) 
fiic Gen Elec spec ($10) 15« 0 
6% Gult S Steel 6% pid1%% QO 
7% Gulf S Steel 7% pid 134° 0 
Gulf S Steel com.. 1% 
$3 Hayes Wheel TD QO 
$2 Inspiration Cop Tk 
$3 Int Cement com TH oO 
7% Int Cement pfd...14% OQ 
7%] & Laughlin pid. 14% QO 
$8 Kayser J new pfd.. $2.00 QO 
$8 Kresge S S com $2.00 © 
7% Kresge S S pid 134% 0 
$7 Laclede Gas con $1.75 © 
7% Lig & Meyers pid. 14% Q 
S% Migrs Lt & Heat.. 2% QO 
12% Middle States Oil 3% © 
$7 Montana Power pfid14¥% O 
$3 Montana Power c. Th Q 
8% Natl Lead com.... 2% QO 
% Natl Surety 2%%- YQ 
$6 Niagara F Pow.com.$1.50 Q 
$7 Niagara F Pow pfd $1.75 O 
North Am com (stk) 24% 
6% North Amer pfd... 1%% 0 
S% Orpheum Circuit pf 2% 0 
7% Penn W & Pr pfd. 134‘ a) 
5% Pure OU 5% pid... 1%°¢ Oo 
6% Pure Oil 6% pid... 1%* Oo 
S% Pure Oil S% pid 2% QO 
10% Quaker Oats com..2%% Q 
6% Quaker Oats pid 1%% a] 
8% Ry Stl Spring com 2% QO 
7% Ry Stl Spring pfid14%% O 
S% Stand G & El pid. 2% oO 
$4 Stand Oil of Ky $1.00 0 
S% Stern Bros pfd.... 2% a) 
$3 Texas Co a) 
$5 Texas Gulf Sulp >» O 
$10 Underwood T com. $2.50 Q 
$7 Underwood T pfd.. $1.75 O 
10% Umon Pac com...2%% Q 
4% Union Pacific pid. . 2% SA 
7% United C Sts pfid.. 14% QO 
7% United Gas Imp pid14%% QO 
5% U S Cast I P pid... 1%% QO 
6% U S Rity & Imp..1%% Q 
U S Tob com (stk) 20% 
7% Vulcan Det pid...14%% Q 
7% Vulcan Det pid A.. 14% Q 
Wells-Fargo (liq).. $50 : 
$4 White Motor...... $1 Q 
$1 Yale & Towne.... $1 Q 


for MARCH 17, 1923 
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Successful industry 
This means change. 


insistent. 


comes from knowledge. 


organization. 
and can meet it with decision. 


With 


command, 


AVRAM REPORT 


and 












Write us for an 


appo nt 4 tf 


you in detail the 





must 


Uncertainty is 
Decision’s Worst 
Enemy 


keep pace with demand. 


Change entails decision. 


In this age change is not a gradual process. 
tangible form in development, it bursts into complete transformation. 
The old is relegated to the scrap heap; 
A quick decision must be made. 
has left you little time for research and analysis. 
Decision is delayed until uncertainty is replaced by confidence which 





th our 
stor 


Decision relies on knowledge. 


An AVRAM REPORT on your business gives you confidence in your 
decisions because it brings you complete knowledge of your plant and 
The report is studied by men who are prepared for change 
Their recommendations are made in the 
light of certainty resulting from ceaseless observation and study. 

RECOMMENDATIONS at 


your decisions are devoid of uncertainty. 





He 


Service. 


cpresentative 


y of Avram 


M-H‘AVRAM’ 8-COMPANY 


INCORPORATED 
Management and Industrial Engineers 
360 MADISON AVENUE, NEW YORK 


Before the future assumes 


demand for the 
The pressure of production 
Unce 





will « 









new becomes 









rtainty steps in. 
















your 














all and give 
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sent free on request, 
We urac our rode s to take 
Address, Keep Posted Dep 


rimen 


EEP POSTED 

The books, booklets, circulars and special letters listed below have been prepared 
with the utmost care by investment houses of the highest standing. 
direct from the issuing house. 
full advan 


tad 
t, Magazine 


of this se 


of Wal 


Ask for them by number. 


l Strect 







They will be | 


rvic 





CREATING GOOD INVESTMENTS 
A booklet issued by a_ well-known 
Southern First Mortgage Bond House 
describing bonds yielding 7%. (254) 


INVESTMENT GUIDE 
Issued by the oldest first mortgage 
house in Chicago. It explains how to 
invest savings at the highest interest 
rate consistent with safety. (256) 


THE OKMULGEE BUILDING & 
LOAN ASSN. 


A hooklet describing a real estate se- 


curity which embraces safety, a de- 
pendable income—a tax free invest- 


ment—State swpervision— and yield- 
ing 9%. (257). 
LAGGING SECURITIES 


Containing the investment analysis of 
13 Listed Stocks which are compared 


with 7 other listed stecks whose 
analyses indicate that favorable ex- 
changes may be effected from one 
group to the other. (258) 


WEEKLY OFFERING OF TAX- 
EXEMPT BONDS 
A leading municipal bond house is 
distributing their current list of tax 
exempt bonds, of short and long ma- 
turities, yielding 4 to 544%. (259). 








FINANCIAL REMINDER & READY 
REFERENCE RECORD 
A superior loose-leaf perpetual record 
of all personal fing 
sample sheets will be sent on request 
(260) 


for number. 


INCOME 


One of the. most interesting magazines 


published on investing. The current 
issue contains an article by Neil M. 
Clark, “Buried Bones and Wasted 
Savings.” Have your name put on the 
list to receive it regularly. Ask 
for (261) 


THE SOUTH’S ANSWER 


to the question 


for profitable investment in the South- 
discusses the 


States. It 
growth, 


ern 
resources, 


pansion. An interesting booklet pub- 
lished by an old established invest- 
ment house located in the South. 


(262) 


A GRAPHIC GUIDE TO INVEST- 


MENTS 
\ highly instructive circular for the 
careful and discriminating investor 
whe investigates a security before 


placing his funds. 

















ances, Circular and 


about opportunities 
South’s 


industries and ex- 


(263) 























We offer—subject to prior sale 





THE UNSOLD PORTION 


$5,000,000 


The Rickenbacker Motor Company 


Common Stock (Par Value $10.00) Non-assessable and Fully Paid 


The entire assets of the Rickenbacker Motor Co. are pledged against this stock. 
No bank loans. No bonded indebtedness. No preferred stock. 


From his letter, Mr. B. F. Everitt, President of the Company, summarizes as follows: 


PROPERTIES & BUSINESS: 

The Company manufactures the famous Rickenbacker 
Car. Capt. Rickenbacker is directly responsible for the 
design of the car, and it is the result of over seventeen 
years’ practical experience. 


Capt. Rickenbacker has associated with him some of the 
industry’s leading figures—all men who individually have 
held first-line positions in the automotive field. They are 
listed below. 


Three years of the most thorough engineering, constant 
work and actual try-out are back of this car. Over a 
quarter of a million dollars was invested in the first 
chassis alone, before we pronounced it right, and it 
traveled over 80,000 miles during the test. 

The properties and assets include one of the most modern 


and completely equipped plants in Detroit—the hub of the 
motor-car business. The plant covers 27 acres of ground. 


PROCEEDS OF ISSUE: 

The additional capital is required to take care of the in- 
creased production, and for the purchase of additional 
tool equipment. 


EARNINGS: 

5,000 cars were manufactured in 1922. $425,000 was the 
net earning in 11 months of 1922, on a paid-in capitaliza- 
tion of $3,500,000. About 13%. 

Orders have already been received from our distributors 
approximating 15,000 cars—our entire 1923 output. This 
amount trebles our 1922 production and earnings should 
show accordingly. 


DIVIDENDS: 
A dividend of 5% was paid in 1922 on all outstanding 
stock. ‘ 


OUTLOOK FOR COMPANY: 

In our opinion, there is no company manufacturing a car 
in this price class that has such a bright future. 

In Capt. Rickenbacker the company has a good-will asset 
that is beyond fixed value. As the dean of the world’s 
race drivers—celebrated as one of our foremost auto- 
motive engineers—and returned from France the Ameri- 
can Ace of Aces, he has attained a singular distinction. 
Capt. Eddie Rickenbacker, as Vice-President and in 
charge of sales, spends all his time in the field creating 
good will and sales for the car that bears his name. 

We believe this stock an exceptional speculative invest- 
ment. If desired, it can be purchased on the partial 
payment plan. 


_ PERSONNEL 


CAPT. E. V. RICKENBACKER 





B, F. EVERITT 
President and General Manager 
Formerly President and Gen’! Mer. — 
of the E. M. F. Company; Presi- 
dent the Metzger Motor Car Com- 
pany; Pres. and General Manager 
Everitt Bros. 


H. L. CUNNINGHAM 
Secretary & Treasurer 
Formerly President and General 
Mnegr., Cunningham Automobile 
Co., Branch Mngr. and Sales Ex- 

ecutive Forti Motor Co. 


Cc. M. TICHENOR 
Production Manager 
Formerly Assistant Gen’l Mnegr., 
Pierce Arrow Motor Car Co., Vice- 
President and Gen'l Mngr. Uni- 

versal Pressed Steel Co. 


W. E. FLANDERS 
Director 


Formerly President, 
Maxwell Motor Co.; Vice-Presi- 
dent and Gen’l Mngr. of the Auto- 
mobile Division of the Studebaker 
and E. M. F. Companies; Produc- panies; Sales Executive Chalmers 
tion Mngr. Ford Motor Company. 


Vice-President 
Director of Sales 


A. L. MILLER 
Comptroller 


Formerly with General Mfg. Co., 
Maxwell Motor Sales Corp'’n, San 
Francisco, charge of service, finan- 
ces and accounting everything west 
of Rocky Mts., also Asst. to Sales 
Supervisor. 


W. J. DRUMPELMANN 


Gen’! Mnegr. Sales Manager 


Formerly Asst. Sales Mngr. Hud- 
son and Essex Motor Car Com- 


and Olds Motor Works. 
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THE EDWARD MILLER COMPANY (Fiscal Agents) 
222 North Michigan Avenue, Chicago, Illinois 


Please send me balance sheet and further information concerning the Rickenbacker Motor Company stock. 


M.W. = ; 
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